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UNITED 


On drawing board and blueprint, in re- 
search laboratory and on testing machine 
you will find the shape of things-to-come 


in railroading 


We know the American public expects 
great things—new, modern trains; daring 
designs; exciting and novel innovations; 
new power; new speed; new riding quali- 


ties; new comforts and luxuries; new 


vx 532 have given their lives for their Country 


STATES WAR BONDS AND STAMPS 





OMORROW 


services and ideas in travel, in shipping... 
in a word, transportation values beyond 


anything known or experienced before. 


In its planning, the Pennsylvania Railroad 
has these things in mind—for it is a tra- 
dition of this railroad to look ahead, and 
apply its research to finding new ways 
to serve the traveling and shipping 


public better! 
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JANUARY 20, 1945 


x | COLUMBIA 
sana GAS & ELECTRIC 
x CORPORATION 

The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Steck, Series A 

No. 73, quarterly, $1.50 per share 
Cumulative Preferred Steck, 5% Series 
No. 63, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 52, quarterly, $1.25 per share 
payable on February 15, 1945, to holders of 
record at close of business January 20, 1945. 
Dats Paaxsn 
January 4, 1945 Secretary 














> CROWN CoRK & SEAL 
— CoMPANY, INC. 


COMMON DIVIDEND 





The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork 
& Seal Company, Inc., payable on January 
30, 1945, to the stockholders of record at 
the close of business January 19, 1945. 
The transfer books will not be closed. 
J. J. NAGLE, Secretary. 
January 4, 1945 





Other Dividend Notices on Page 446, 448 














INVESTMENT 
PROGRAM 
for January Funds! 


HAT stocks and bonds look most 

attractive for employment of Jan- 
uary funds? To assist investors in mak- 
ing selections our Staff has prepared a 
comprehensive program designed to 
meet the requirements of as many indi- 
viduals as possible. 


Selected Stocks and Bonds 


UNITED’s Report includes 5 groups of 
securities: High-grade Bonds, Medium-grade 
Bonds, Preferred Stocks, Common Stocks 
for Income, and Common Stocks for Growth, 
including: 

14 Bonds yielding up to 5.8% 

14. Preferred Stocks yielding up to 
6.7% 

18 Common Stocks for growth and 
income, with yields up to 7.6% 

Whether you are a large or small investor 

whether you are primarily interested in 
appreciation or added income— you will 
find this diversified program of timely value. 


‘a 4 al 
Yours with Month's” TRIAL 
We will send this special report & the 
weekly UNITED Bulletin Service for one 


full month to new readers for only $1. 


Send $1 for Report MW-47 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ ry Boston 16, Mass. 
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A NEW X-RAY machine, built by Westing- 
house, makes possible the examination of 
1000 school children daily — for symptoms 
of tuberculosis. X-ray pictures are taken by 
a 35 mm candid camera — at a cost of less 
thon I¢ per exposure. 
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Spectrometer analyzes intricote gas 
ix’ u res at amazing speed. In making syn- 





tuts the time of chemical analysis = 
om days to a matter of minutes. 
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DUST TAKES A HOLIDAY .. . Dust-free air 


pas absolutely essential in the assembly of. 


optical equipment for our fighting. forces. 
The Westinghouse Precipitron™ electronic air 
cleaner automatically removes dust particles 
down'to the size of 1/250,000th of an inch. 





BOMBERS FROM THE BOTTOM OF THE 
SEA ...There's a fabulous amount of mag- 
nesium . 
Fortresses ... 
water. To extract this vital metal from the 
ocean, vast quantities of d-c electricity are 
needed. An electronic device, the Westing- 
house Ignitron, supplies this current by 
changing a-c to d-c — right at the water's 
edge. Ignitrons, with a combined capacity 
of more than 3,000,000 kilowatts, are now 
at work in magnesium, aluminum and chlo- 
rine plonts, in electric raiway systems, in 
mines, in many war industries. 


.. enough for 4,000,000 Flying 
in every cubic mile of sea 








$-T-R-E-T-C-H-I-N-G THE TIN SUPPLY... 
Electronic high-frequency induction heating 
~ developed by Westinghouse — helps save 
two-thirds of our war-scarce tin supply by 
flowing a protective tin coating, only 30- 
millionths of on inch thick, on steel strip. 











ONIC CHEMIST... The Westinghouse 


¢ rubber, for example, this electronic net 
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Although one of the tiniest things in the 
universe, the electron is a gigantic force for 
the good of mankind. It is helping us to win 
thé greatest war in history. It speeds pro- 
duction of goods for war and peace... 
brings entertainment into our homes...con- 
tributes to our health and happiness in 
countless ways. And wherever you find elec- 
trons of work you will find Westinghouse elec- 
troni¢e research at the forefront! 


*TRADE MARK REG. U.S. PAT. OFF. 


| SOMETHING TO CROW ABOUT. |. 
- Westinghouse Steritamp ; 
_ vice, deals sudd 





and many other ind 
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Tune in: 
JOHN CHARLES THOMAS 
Sunday 2:30 pm, EWT, NBC 


Westinghouse 


OFFICES EVERYWHERE 


PLANTS IN 25 CITIES 


Tune in: TED MALONE 
Mon Tues. Wed. Evening, 
Blue Network 
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E. A. Krauss, Managing Editor 


The Trend of Events 


THE PRESIDENT’S MESSAGE TO CONGRESS ... rep- 
resents a double challenge, a challenge for a greater 
war effort and a challenge for creation of a postwar 


' world in line with American goals and ideals. Seldom 


was a presidential message more eagerly awaited, 
both at home and abroad, in the hope of obtaining 
a basic outline especially of our foreign policy. It 
seems no coincidence, therefore, that the strongest 
section of the message was the one discussing foreign 
affairs in which the President asked for moderation, 
strengthening that plea by bringing practice into 
accord with preachment. Having done that, the Chief 
Executive was in an excellent position to warn 
against insistence on perfection. Perfectionism, he 


‘stated, can obstruct the road to international peace 
‘no less than isolationism, imperialism or power poli- 
‘tics. All realists will be in hearty accord with this 
‘view, for it must be clear by now that in this world 


of ours there is no such thing as perfection. 

In its essence, the message laid the groundwork 
for broad national and international steps by which 
we may approach a legislative program for the com- 
ing peace. Immediate emphasis was on strictest war- 
time controls but no less unmistakable as to implied 
intentions was the President’s enunciation of a pro- 
gram to assure postwar prosperity and full em- 
ployment, a program clearly geared to international 


goals. In outlining the essential elements of the 
Administration’s domestic plans, the President 
stressed his objective of “close to 60 million jobs”, 
and his reliance as much as possible on private enter- 
prise to provide them. Yet he was quite specific in 
stating Administration intentions, should private 
enterprise fail to reach the employment goal. Em- 
phasis was given to the need for aid to new smal) 
enterprises and for productive business expansion 
for which finance would otherwise be unavailable. 
The President promised such financing aid, limited 
tax reductions after VE-Day and a broad program 
of public works inclucing highway construction, 
housing and a large number of power developments 
after the TVA pattern. 

The President’s tax views, especially, merit at- 
tention. He stated that he favors tax reductions after 
VE-Day, not only to encourage capital investment in 
new enterprises and to provide jobs, but more par- 
ticularly the reduction or elimination of levies which 
would bear too heavily on consumption. Implied is 
no doubt repeal of excise taxes wherever thought 
desirable, and lightening of the tax burden on low 
income groups. 

On the whole, the program enunciated is in line 
with known Administration thinking. Yet in no pre- 
vious public statement has the Chief Executive ap- 
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peared to go so far into the broadly ramifying as- 
pects of a national peace-time program for full pro- 
duction and employment goals. The message makes 
clear that in much the same way in which war-time 
measures have been geared to the prosecution of 
the war, legislative proposals in the future will be 
keynoted by the aforesaid peace-time goals. For those 
who may see therein cause for alarm, the President 
has a word of assurance. He called attention to the 
fact that investment has been “guaranteed” during 
the war and that appropriate measures in peace- 
time must similarly be undertaken. 


THE PRESIDENT’S BUDGET MESSAGE ... forecasts 
a considerable decline in war expenditures for the 
new fiscal year beginning July 1, 1945, regardless of 
the course of the war. Needless to say, if the fighting 
in Europe ends, the decline will be far greater than 
otherwise. Official estimates of war expenditures in 
the coming fiscal year range from less than $60 
billion to@more than $80 billion, compared with last 
year’s outlays of about $87 billion. For budget pur- 
poses, the President has taken $70 billion as a ten- 
tative estimate which would mean a decline of over 
20% from the current budget year. The President, 
however, wisely warned against ‘“over-optimistic 
speculation” about the possible cut in war expendi- 
tures when major hostilities in Europe cease. 

The public debt is scheduled to increase by $51 
billion this year. In the next fiscal period, an increase 
of $40 billion is budgeted because of the expected 
decline in war outlays. The Federal debt thus would 
reach $292 billion by June 30, 1946, and the total 
is certain to go well over $300 billion by the time 
the global conflict is over, even though the Japanese 
should be defeated by the end of next year. The 
‘price of victory will come high. 

Interestingly, the President’s budget message this 
year deals not only with Federal finances but also 
takes up national finances with an eye to postwar. 
The huge war expenditures of the Federal Govern- 
ment, he contends, must be balanced after the war 
by larger spending by consumers, business and 
Governments to produce peace-time prosperity. Con- 
sumer expenditures and business investments must 
increase by about 50%, measured in constant prices, 
above the 1939 level if full employment is to be 
provided by private enterprise, the message stated. 

Obviously, this part of the budget message must 
be read and interpreted in conjunction with the Mes- 
sage to Congress. Taking it with similar statements 
in the latter, and the full employment bill recently 
introduced in Congress, it assumes utmost signifi- 
cance, furnishing an even clearer picture of the Ad- 
ministration’s postwar intentions than any previous 
pronouncement of the Chief Executive. It provides 
a preview of the Administration’s program for at- 
tainment of its stated employment goals. 


JUDGE BYRNES’ REPORT... War Mobilizer Byrnes’ 
report to Congress tends to confirm that he is taking 
over direction of home policy and operations while 
the President concentrates mainly on foreign affairs. 
{t has been noted that his report moved in boldly on 
such subjects as the need for more manpower con- 
trols, tax revision and price control. Significantly, he 





himself let it be known that his report was not pre- 
viously cleared with the White House. 

An important point, not overlooked, is that the; 
military viewpoint is uppermost again after a period 
in which civilian demands were weighed against mili-/ 
tary demands before decisions were made. The trend| 
of war has greatly enhanced in the public mind the) 
necessity for such a course. Army-Navy demands’ 
henceforth will face little questioning; conversely, 
civilian complaints about rationing and shortages 
henceforth will make little impression. This is as| 
it should be. 

We think Director Byrnes is right in emphasizing 
above all else the rapid production of everything) F}VE 
our fighting forces need and are going to need. It sand p 
be well, as he states, that we made too early a start) Eurory 
on reconversion. Yet some of the specific remedial) Mas, 
steps he recommends seem to look ahead at least to, faced 
the time after Germany’s defeat, not to prompt cor-' gueril 
rection of the mistake of premature reconversion| , The 
moves. Some of those recommendations such as more} Situat 
liberal unemployment benefits for civilian war work.) that t 
ers, tax relief for small enterprises from VE-Day on, Who 1 
and others embracing a wide field lack even super: other 
ficial relation to current war production. Why not reser 
tackle first things first? with 1 
THE NEW OPA PROGRAM ... In a significant talk) 0%, tt 
before the American Management Association, OPA) > Jt 
Administrator Chester Bowles recently outlined in ” Mu, 
a forthright manner a drastic program of tighter hens 
price controls for 1945. He served notice upon large Sein 
groups of manufacturers and distributors that they the 
will have to absorb higher costs at the expense of futere 
their profit margins, for OPA is determined to hold speect 
the line this year despite all difficulties and obstacles.| orats 

Mr. Bowles recognizes that higher ceilings will pegore 
be necessary for some manufacturers, if OPA is to) adher. 
conform to the statutory mandate that ceilings be! they , 
“generally fair and equitable.” But wholesalers and The 
retailers will not be allowed to pass on to consumers) ge rec 
resultant higher costs of goods except where they can) that — 
show that their over-all earnings would be unfairly! the p 
impaired. To document his point, Mr. Bowles cited) jmmec 
that, for instance, department store profit margins) force 
are several times as large as in the base period of) many 
1936-1939, but he considers only earnings before milita) 
taxes. Under such circumstances, it will be difficult) war. } 
for retailers to prove that their pre-tax margins arme: 
cannot absorb increased manufacturers’ prices for Roose 
most products. Yet OPA is required to consider only) thing 
earnings before taxes for taxation is a congressional) an acz 
function. sion of 

Manufacturers and merchants know that large) will 
pre-tax profits are of little practical meaning to them) pounds 
at a time when taxes absorb the bulk of such earn-) positio 
ings. Moreover, the profit figures used by OPA are) coming 
averages, and results of many concerns diverge} the “B 
greatly from these. The outlook thus is hardly prom-| Mr. 
ising for individual business men faced with rising now se 
costs, falling volume and rigid ceilings. A reassuring) most « 
note, however, is injected by Mr. Bowles himself. ing wh 
Fortunately, he grants the necessity for meeting! mine 1 
individual circumstances or the needs of special) of this 
groups. Let’s hope that justified pleas for relief) Stalin 


Q 
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THE ELEMENT OF TIME 


1ing | Teer following the invasion of Normandy 
may) 


pointed to a highly radical political trend in 
Europe so that if we had beaten Germany by Christ- 
mas, as had been intimated, we would have been 


:t to. faced with a difficult problem that might have meant 
cor-. guerilla warfare over a period of years. 
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The German counter-offensive has changed the 
situation. On the one hand, it brought realization 
that the war was not nearly won to those in Europe 
who were already fighing over the spoils. On the 
other hand, it brought into focus the urgent need of 
presenting a united front to the world. And when 
with fine patriotism Senator Vandenberg, recogniz- 
ing the country’s need, threw politics to the winds 
and jumped into the breach, we snatched victory out 
of our setback in the West. 

Much of the conflicts with Russia and England 
have revolved around the fear of American isola- 
tionism after the war, or in any event it has been 
the excuse for nationalistic action detrimental to 
future peace. Senator Vandenberg’s foreign policy 
speech, roundly applauded by Republicans and Demo- 
crats alike, now has armed the President as never 
before to meet Stalin and Churchill and to demand 
adherence to the plans to insure that peace which 
they underwrote in earlier days. 

The Senator, it will 


turned down by the Senate. The British and Russian ~ 
leaders will have to show their hand and decide 
whether they want to go it alone or pay the price 
demanded by the U.S.A. for joining them in a new 
world organization. 

In his message to Congress, the President stated: 
“We shall not hesitate to use our influence—and to 
use it now. We cannot and will not shrink from the 
political responsibilities which follow in the wake of 
battle.” In the light of the new situation, the mean- 
ing of this statement will not be lost on Russia and 
Britain. 

If we ever needed to know that strength and char- 
acter and good judgment are “critical war mate- 
rials”, we know it now—and we hope men will take 
it to heart when they see events only in terms of 
their personal interests and fail to recognize that the 
interests of the country in the end is always the best 
basis for their own future welfare, rather than the 
narrower personal viewpoint. By his action, Senator 
Vandenberg has not only emerged as a strong and 
able leader but he has stirred the Republican Party 
to life .. . for the first time in years it is in a posi- 
tion to exercise constructive leadership in the 
nation’s affairs. And we needed it. 

We are fighting a war of survival which has com- 

pelled us to fight on 





be recalled, proposed 
that Congress vote | “A 
the President power | py yymrwmmecas: 
immediately to use % rh ee ee 
force to keep Ger- | 3 @ 
many and Japan de- | 
militarized after the | 
war. He thereby has | 
armed President 
Roosevelt with some- 
thing more than just 
an academic expres- 
sion of this country’s 
will when he _ ex- 
pounds the American 
position at the forth- 
coming conference of 
the “Big Three.” | 
Mr. Roosevelt is | 
now set for the war’s | 
most decisive meet- | (7223S 
ing which will deter- | a 
mine the outgrowth 
of this global conflict. He can meet Churchill and 
Stalin with assurance of categorical congressional 
commitment to help stop future aggression; by the 
same token, he can give substance—if needed—to 
his viewpoint that any treaty based on unilateral 
decisions in violation of the Atlantic Charter will be 
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~} two fronts, because 
we couldn’t permit 
Japan to dig in any 
more than we could 
permit Germany to 
do so. 

In Europe our dis- 
union encouraged 
those who still believe 
in the balance of pow- 
er idea instead of a 
union of peace-loving 
nations. Russian vic- 
tories strengthened a 
group of individuals 
whose ideas do not 
always agree with, 
those of Stalin, 
strange as it may 
‘: seem to those who’ 

ay | think Russia, and 
som all her sympathizers, 
subject to one-man 
rule. It has brought revival, too, of the Trotskyites 
with their dream of world communism. It resusci- 
tated all the old jealousies and fears, and as a result 
we could see Russia seeking to control the various 
industrial sections of Europe in order that, come 
what may, she (Please turn to page 448) 
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Market Action To Take Now 


The technical indications remain bullish on major trend, although the market has met 


and economic uncertainties, we would limit commitments to carefully selected in- 


with considerably increased profit taking in recent sessions. In view of continuing war | 


dividual situations and hold some cash in reserve for unpredictable contingencies. 


BY A. T. 


On the technical indications the only possible in- 
terpretation is that the major trend of average stock 
prices is still upward. Certainly in the case of stocks 
which are individual'y attractive on the basis of 
reasonably defined values and prospects, a centinu- 
ally bullish policy is warranted. 

Yet to say that the economic outlook, because so 
largely tied up with unpredictable fluctuations in the 
fortunes of war, is highly uncertain is but to state 
the obvious. Neither visible business conditions nor 
anticipated business prospects for six months to a 
year ahead have had much to do with the market 
since war became the paramount factor. 

Missing is the normal relationship, however in- 
exact, between the market trend and the business 
cycle. We had a bear market, discounting the feared 
consequences — especially in taxes —of this coun- 
try’s involvement in the war at a time when indus- 
trial production, trade and average corporate earn- 
ings were having their sharpest rise. We have had 
most of tlhe present bull market since industrial 
production passed its peak, and while aggregate 
corporate earnings have been stabilizec in striking 
illustration of this naradox, railroad stocks have 
recently been in the strongest demand ii some years, 
though rail earnings are sharply under the war-time 
peak made two years ago and will not improve ap- 
preciably, if at all, this year. 

The dominating bullish factors are financial and 
psychological rather than economic in any normal 
sense. There is a large supply of funds — the largest 
ever — available for investment and _ speculation. 
Flotations of new securities have been limited for 
some years. On the other hand, taxes up to one- 
fourth of profits taken and much more than that 
pn short-term transactions, together with belief that 
peace will be followed by business prosperity and 
some tax reduction, make the bulk of equity holders 
reluctant to sell. 

It could be held that this sums up the case for a 
roaring bull market, with much higher prices to be 
reached before culmination of the new phase of 
advance recently inaugurated. Yet exactly the same 
case could have been advanced when the Dow in- 
dustrial average was suffering a 16-point decline 
between July and late November of 1943. 

In short, despite the presumably explosive poten- 
tialities in the financial factors, other considerations 
have operated to hold them in check and periodically 
to apply the brakes. Last summer, following success- 
ful Allied invasion of France, the Dow averages 
gave a bullish break-out “signal” no less impressive 
than that recently provided but the subsequent ad- 
vance was neither great nor sustained. The present 
phase may or may not exceed that one in scope. As 
this analysis is written, the market’s action has 
become considerably more laborious, with sales for 
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profit-taking — and for bailing out old losses on 

stocks bought around the 1938 high in the industrial | 
average — more nearly equalling demand. In fact, 

for the past five consecutive trading sessions the | 
industrials have been churning in the congested / 
155-156 area, the rails have been meeting plenty of | 
profit takers between 50 and 51. 

Today, though this be a bull market, the Dow in- 
dustrial average is only 7 per cent higher than it) 
was nearly a year and a half ago at the 1943 high. | 
True, many stocks have had far more spectacular | 
advances than the 30 Dow industrials. It is easy to 
cite them, but also easy to cite just as many which 
are either lower now, or not significantly higher, 
than at their best prices of 1943. In proof of that | 
statement it may be noted that the broadest of the | 
indexes published weekly — Standard & Poor’s in-| 
dex of 354 industrials — has so far bettered its 1943 
high by an even smaller percentage margin than has 
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the Dow industrial average and has topped its July 
1944 high by less than the Dow industrial average. 

This indubitably suggests that it is still as much 
as ever a market of stocks, with currently increased, 
rather than decreased divergencies. It is not a mar- 
ket in which indiscriminate buying carries any as- 
surance of producing good profits. Nor is it a market 
in which a conscientious counselor — merely because 
the technial indications look bullish at the moment, 
though subject to overnight change on war news — 
can advise investors to put caution out of mind. 

Regardless of how modest the margin position 
may be and regardless of the fact that the over-all 
advance to date has been quite moderate, as we see 
it the market on this phase has become very con- 
siderably more speculative. This is because of the 
change in the character of leadership. Although 
there have been exceptions, on the whole this ad- 
vance has been paced by war stocks or stocks in 
which there is a very considerable “war flavor” be- 
cause present earnings are considered better than 
they are likely to be in peace time or at any rate 
for a goodly time after the war. This has been 
especially true since the culmination on Dec. 27 of 
the market set-back that was touched off by the 
surprising and partially successful German offensive 
on the Western Front. 

There would have been very little speculative ex- 
citement over the past fortnight without the rails, 
coppers, oils, rail equipments, steels, aircrafts, coal 
mining, meat packing and shipbuilding shares. In 
contrast, on this advance to date as compared with 
that of last summer, or that of 1942-1943, there 
has been more or less decline in the relative popu- 
larity of automobile stocks, auto accessories, farm 
equipments, the rubber stocks, office equipments, 
soft drinks, building materials, household furnish- 
ings, retail trade shares, drugs and toilet articles 
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and other former consumer goods favorites. The 
reason for this divergence, of course, is obvious — 
perhaps a bit too obvious. It is the present “long 
war” psychology. However, with better war news 
coming to hand, these groups conceivably could again 
resume leadership or at least regain some of their 
former popularity. 

We submit that the duration of the war is the 
most speculative of all questions. Therefore a pat- 
tern of market selectivity based on the present 
guess of a long war must rest on a speculative foun- 
dation, no less subject to shifts in sentiment during 
coming months of 1945 than heretofore. As we 
write, there are reports that the long awaited main 
Russian offensives on the Eastern front have started, 
and on the Western front the initiative appears to be 
returning increasingly to the Allies. It is conceiv- 
able that those now betting on long war will be 
betting the other way three months hence. Who 
knows? Meanwhile, the build-up in war production 
may imply a bigger let-down and a sharper eco- 
nomic readjustment after V-E Day. Basically, longer 
war — deferring and limiting post-war tax reduc- 
tion, delaying the return to normal business, con- 
tinuing the physical and human destruction — can 
not be considered bullish. 

But on the question of duration we believe there 
will be enough uncertainty, both ways, to keep either 
war stocks or peace stocks from running away. We 
favor a selective, middle-of-the-road policy, not fully 
invested, not geared too much to long war guesses 
on the one hand nor to distant tax reduction possi- 
bilities on the other hand, emphasizing solid analy- 
tical values. Since the tax handicaps on short-term 
operations are so great, in making current purchases 
remember that it will not be next week’s — or next 
month’s — profits that count, but profits six months 
or more from now. 
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National Income, Debt and Taxes 


Gendreau Photo 


—Their current and post-war Significance 
BY WARD GATES 


ATIONAL income, the public debt and taxation, 

their relationships to each other and the man- 
ner in which they will be approached in solving our 
postwar problems are today widely recognized as 
the principal elements determining our economic and 
political future, whether we shall have stability or 
turmoil, prosperity or depression, inflation or defla- 
tion. The Federal debt is already a fact, and a tow- 
ering one. National income has become a favorite 
if somewhat hazy equation in postwar calculations 
while taxation, especially in the public mind, has 
only recently assumed its rightful place as a key 
member of this important trinity. 

We hear, of course, that national income must 
remain high — as indeed it must — to have prosper- 
ity and full employment, and carry our debt burden 
without becoming mired in the quicksands of infla- 
tion. But as to postwar taxation, there seems to be 
great hesitancy of determined approach and nowhere 
do opinions differ more than when confronted with 
the question of how to handle the war’s heritage 
of debt without either compromising postwar re- 
covery or invite further inflationary pressure. 

Yet postwar tax policy can largely shape the des- 
tiny of this country. Hence until we have some con- 
ception of postwar federal expenditures and our tax- 
collecting capacity—or willingness—, we cannot pro- 
ceed very far with plans for the future. 

Recent military developments and the prospect of 
a longer and therefore costlier war have brought 
awareness of this triangle, of the fact that this war 
is inexorably changing our national debt from a 
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minor to a major political and economic issue. 
Thoughtful circles, from the beginning, never shied 
away from this fact, but gradual realization of its 
potential repercussions on our everyday lives is now 


slowly permeating wider strata of our people, and | 


well it may. 

The definite, and yet so far indeterminate, rela- 
tionship between our public debt and postwar pur- 
chasing power, the economic and political implica- 
tions of debt ownership and distribution of the debt 
among the various classes, the social and political 
effects of the shift of income from taypayers to 
bondholders are beginning to be sensed though they 
are far from fully understood. Questions of postwar 
debt management are increasingly pressing into the 
foreground of public debate. For after all, this war 
is going to end some time, let’s hope soon, and the 
sooner we condition ourselves to thinking along 
these lines, the better will be the ultimate decisions 
we shall be forced to make. 

Let me state at the outset that there is much mis- 
conception as to the meaning of the so-called Gov- 
ernment debt. Actually, it is a taxpayers’ debt. It 
arises solely out of postponement of tax levies to 
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balance the budget. By the borrowing process, the | 
Government has been inducing its bondholders to | 


advance the unpaid cost of Federal expenditures 
(war expenditures) to the taxpayer. For this “hold- 
ing the bag’, the Government pays the security 
holder an interest which is added to the taxpayer’s 
obligations. The Government is merely the middle- 
man between its creditors (suppliers) and the tax- 
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payer-debtors. How it will serve their respective in- 
terests depends upon political expediency and the 
reaction of both classes. To be sure, the security 
holder and the taxpayer are often the same person, 
but not always, and rarely in the same degree. Also, 
the taxpayer consciousness may be keener than the 
creditor consciousness or vice versa. But the fact 
remains that in the future, the Government will be 
forced in its longer range plans to deal with both, 
the taxpayer interest and the investor interest, and 
both are bound to clash. Herein lies one of the great- 
est dilemmas of postwar debt management. 

There are two ways in which the taxpayer inter- 
est can be made to pay its debt to the investor in- 
terest. One is taxation to create a budgetary surplus 
out of which to repay the security holder. The other 
is to pay the security holder on demand while con- 
tinuing a deficit policy. The former may be politi- 
cally dangerous, the latter for a time at least far 
more popular. This latter course actually means re- 
leasing funds from Government securities and in- 
creasing the pressure of liquid funds on the goods 
supply. With inadequate supply, inflation invariably 
results; hence the universal urge for high postwar 
production. Still the conflict between the two inter- 
ests will remain and the question of the future will 
probably be: Who will pay how much? 

Yet it seems dubious whether prosperity through 
shifting the tax burden from one shoulder to the 
other will really mean anything in the end. Unfor- 
tunately, since we cannot balance the budget by 
loans, we cannot do without taxes, and someone will 
have to pay them. 

Colossal federal expenditures and onerous taxes 
during the war period are unavoidable and must 
be borne. The same holds true of postwar taxes if 


' we want to have stability and prosperity. To achieve 
' both requires equitable distribution of the future 


tax burden and despite our rightful preoccupation 
with the task of winning the war, it is not too soon 
to lay the foundation for sound postwar fiscal poli- 
cies. What shall they be? 


As things stand now, this will be a $300 billion 


_ war, if not more. When the shooting is over, our 


Federal debt alone promises to be at least twelve 


| times the size it was at the end of the First World 


War, and about twice our present high national in- 
come. The interest charge alone will come to about 
6 billion or 4% of national income, equivalent to 
about $50 per capita. 

There is great fear that heavy taxes required to 
service this debt will prove deflationary by obstruct- 
ing employment and limiting production. Others, 
though now probably in the minority, believe that 
the size of the debt does not matter because we 
actually owe it to ourselves. Indeed we do, but the 
fallacy of this opinion should be apparent even to 
the layman; it will be forcefully brought home when 
postwar tax schedules come up for decision. The un- 
answered question is: Will our huge debt prove to 
be a crushing burden on our economy and standard 
of living, or can it be used to stimulate our future 
well-being? 


Debt Ownership 


Today, relatively few people can be found who 
adhere to the thought that our debt ‘doesn’t mat- 
ter.” One need only consider that the interest charge 
alone will almost equal the total taxes ever raised 
in any peace-time year. And whether the debt be- 
comes a crushing burden or can be used as a device 
for future progress depends upon who holds the 
debt and how the money is raised to pay the inter- 
est. What is the situation as to debt ownership? 

Non-banking corporations hold nearly half the Fed- 
eral debt, commercial banks about one-fourth and 
individuals less than one-fourth of the aggregate 
outstanding. Barely one-tenth of it is held by per- 
sons earning less than $5,000 although this class 
receives—as a group—about one-fourth of national 
income in form of wages and salaries. This unbal- 
ance of debt ownership holds profound significance 
in regard to future debt management and tax policy. 
Purely from the standpoint of the resultant shift in 
income from taxpayers to bondholders—due to the 
concentration of the latter—social and political ef- 
fects may be quite far-reaching. 

This readily explains the Government’s insistence 
that more of the debt be placed into the hands of 
individuals, particularly of those in the smaller in- 
come groups. It is an effort which of necessity must 
continue after the war or at least during the transi- 
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tional phase when corporations will be obliged to 
dispose of much of their bond holdings to obtain 
working funds and when, concurrently, Government 
expenditures will continue to run high. 

The idea that we can have a balanced budget, 
lower taxes and debt reduction as well simply doesn’t 
hold water. A postwar budget of $25 billion now 


appears fairly certain but it will be difficult to bal- 


ance it and at the same time reduce taxes substan- 
tially, let alone undertake even moderate debt re- 
duction. Odds appear on the side of continuing debt 
growth after the war unless a proper tax policy is 
adopted, one providing in the first place incentives, 
not penalties, for increasing production and employ- 
ment. 


Fiscal Policies 


Taxation is never neutral in its economic effects 
and since the war it has been more and more widely 
recognized that even if levied ostensibly for reven- 
ues only, taxes have a direct influence on those basic 
factors of consumption, savings and investment 
which, by getting out of balance, produce economic 
ups and downs. Thus proper fiscal policies are essen- 
tial to our postwar economy, to full utilization of our 
resources, just as in discussing the problems of post- 
war inflation control, we must realize that the 
chances for success at that time will be vitally af- 
fected by fiscal policies during the war period itself. 
And our war-time tax effort, it must be admitted, 
has not been wholly adequate in relation to our 
huge expenditures. 

As to post-war tax policy, there are two basic 
concepts—purchasing power and business incentive. 
Under the former theory it is held that lower income 
groups should be taxed lightly or not at all, since 
this group accounts for the bulk of the consumer 
buying and by paying a minimum of taxes will have 
more money to spend, thus make for a high level 
of business activity and employment. This not only 
sounds plausible but is politically highly popular 
though it involves less favorable long-term conse- 
quences. Among other things, it would shift the 
burden to the middle class and those in the upper 
income brackets. Too heavy a burden on the for- 
mer might ultimately liquidate this group, the back- 
bone of our private enterprise system. It would tend 
to dry up the sources of venture capital, a steady 
flow of which is essential to an expansive economy 
and the creation of jobs. Eventually, the result 
might easily be even greater Government interven- 
tion in our economy. 


In the past when taxes constituted only a small 
part of national income, it hardly mattered very 
much which basis to adopt for our tax policy. But 
henceforth, with taxes absorbing such a large share 
of income, it is of major concern how the burden 
is spread. If, on the other hand, taxes fall too heav- 
ily upon those incomes which are the reward for 
increasing production and employment, they will 
ultimately defeat their own purpose, finally leading 
to the identical result: The Government will be 
forced to take charge. Thus the need for proper 
balance is obvious if the private enterprise system 
is to be preserved. 

Let there be no mistake; tax rates after the war 
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will have to remain high. To make them economi- 
cally bearable, we need not only a high level of 
business activity but proper distribution of the tax 
burden. Postwar budget guessing is a hazardous 
enterprise, depending on any imponderables, but 
even in official quarters, a postwar budget of at least 
$25 billion is held increasingly likely. The opinion is 
voiced, moreover, that after repeal of EPT and the 
capital stock tax, both widely advocated, there will 
be a Treasury deficit. 
Similarly, prophecies as to postwar national in-| 
come cover a wide range, anywhere from $100 to 
$140 billion or even more. It has been calculated 
that elimination of EPT would leave us with about 
$31 billion of revenues, taxes remaining at present 
levels and assuming a national income of $140 bil- 
lion. Substantial reduction of excise taxes in the 
interest of boosting consumption and repeal of the 
3% normal tax would further cut revenues to about 
$25 billion, down to the prospective budget level, 
leaving no room for further tax reduction if we want 
to maintain a balanced budget. Should the latter’ 
exceed $25 billion, we would be in the red; if na-| 
tional income should drop to $120 billion, we would’ 
be nearly in the red even with a $20 billion budget. | 
Thus assuming the most favorable postwar financial] 
picture and no debt retirement whatever, there re- 
mains no more than a possible $5 billion tax reduc- 
tion, a small enough margin hardly permitting a 
further substantial cut in existing levies, especially 
in.the corporate field. Little wonder, then, that we 
hear official warnings that the postwar tax problem 
will be the most difficult in American history .. . 
that the most we can hope for is that taxes will) 
be designed to produce the minimum interference) Nv} 
with factors and forces leading to full employment.) I tie; 
This is in striking contrast to some of the claims) jn th 
we have been hearing in recent years from adher-) pyblic 
ents of the deficit financing theory of fiscal policy. years 
However, the outlook is not as dismal as it would} pickir 
appear. With a national income of $140 billion, con-| surpr 
tinuation of high taxes, both individual and cor-) in fin 











porate, as implied in the foregoing calculation would) be sw: 
be bearable, just as they are bearable today. Pre-| with : 
tax corporate profits then should reach some $18) and i 
billion which, even with no tax reduction except} son, < 
EPT, would leave some $11 billion after taxes,’ stron; 
actually exceeding anything in corporate history impor 
including the war years. merly 
casua 

Inflationary Pressure me 

Oo 

But, the reader will ask, what about the much-| see w 
feared inflationary pressure, what about the bal-| porat 


ancing of savings and investments? Both questions} ble tc 
are very pertinent indeed. It goes without saying | the ba 
that uncontrolled inflation could severely disturb) of so! 
the picture, thus our fight against inflation will) sold t 
have to continue for a considerable time after the | In 

war. The eventual answer must lie in production,| More 
in eventual output sufficiently large to meet all de-| Perio 
mands. True, our debt is huge but so is our pro-| millio 
ductive capacity. As the debt has increased, so has| $3,06! 


the productive capacity of America. And the debt, 9Pera 
in effect, is nothing but a huge mortgage on the up th 
new n 


country’s industries, farms, homes, businesses and 
other property. The prospect is that once the public) doubl 
has become fully debt- (Please turn to page 442) | 1942 
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How Increased Refunding 


Will Affect Security Yields 


SB. 8. Be 


NVESTMENT bankers, in addition to active par- 
ticipation in the sale of U. S. Government bonds 
in three war loan drives, last year offered to the 


' public the largest amount. of new securities in eight 


years. The way new corporate financing has been 
picking up during the past six months, it would not 
surprise to see, in 1945, a very sizable further boost 
in financing activity. This would be a tall order, to 
be sure, but fundamentals are favoring such a trend, 
with important repercussions on investment policies 
and investment preferences generally. For this rea- 
son, activity in the financing field — especially the 
strong trend towards refunding—assumes increasing 
importance even for the smaller investor who for- 
merly was inclined to view it with no more than 
casual interest. Even the holder of common stocks 
may feel the impact. 

To get things into proper perspective, let’s see 
see what happened in 1944. In that year, new cor- 
porate financing will have reached the very respecta- 
ble total of some $3,065 million after completion of 
the most active year since 1936 when an aggregate 
of some $4,600 million worth of new securities was 
sold to the public. 

In both 1942 and 1943, the total was only little 
more than one-third of last year’s. In the latter 
period, new money financing accounted for some $698 
million or less than one-fourth of the grand total of 
$3,065 million, the balance representing refunding 
operations or retirements with the former making 
up the great bulk of transactions. The amount of 
new money raised via securities offerings was nearly 
double that of 1943 and slightly larger than the 
1942 volume of new capital issues. 
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The trend of corporate financing was upward 
throughout the year, owing mainly to rapid expan- 
sion of refunding operations. During the fourth 
quarter alone, the monthly volume was about the 
same as that for the entire calendar year 1930 and, 
even more striking, was actually in excess of the 
monthly average rate during the decade of the 
Twenties. Actually, about half of the year’s financing 
occurred during the months of September, October 
and November in an effort to handle offerings in 
advance of the Sixth War Loan Drive. Thus October 
volume, at $741 million, surpassed that of any month 
in over fourteen years; it included three issues in 
excess of $100 million where among the $180 million 
Commonwealth Edison refunding operation ($155 
million offered to the public) constituted the largest 
single piece of corporate financing consummated un- 
der the SEC Act. 

Nearly 90% of total 1944 financing volume was 
accounted for by utilities and railroads, followed by 
industrial and manufacturing concerns. Of flotations 
of the last named category, more than half con- 
sisted of new money while the bulk of funds raised 
by the first two groups was for refunding purposes. 
The accompanying table illustrates the character 
and grouping of corporate issues sold during the 
first eleven months of 1944, revealing some interest- 
ing facts. 

The emphasis on refunding is of course obvious as 
is the great preponderance of railroad and utility 
issues that came on the market. The volume of 
new money financing was greatest among industrial 
and manufacturing enterprises; thereof, again, a 
goodly portion was in form of new common stock 
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offerings which constituted fully 25% of all new 
capital issues and 70% of all new stock offerings. 
In the preceding year, the respective proportions 
were 20% and 80%. The further contraction of short 
term financing, both for new money and refunding, 
was another notable feature. Altogether, such bor- 
rowing came to only $22.5 million as against $38 
million in 1943. 


Favorable Factors 


The trebling of financing volume in 1944 was the 
result of a number of favorable factors, some long- 
standing, others of more recent origin. An outstand- 
ing incentive of course was continued maintenance 
of low interest rates which made refunding opera- 
tions particularly attractive. Security flotations were 
stimulated and facilitated both by the plethora of in- 
vestible funds and by an unusual degree of stability 
of interest rates, quite apart from their low level. 
The yields of highest grade corporate bonds during 
the entire year moved within a very narrow range 
close to their all-time low while yields on medium 
grade issues declined rather steadily, to successive 
new lows, throughout the year as prices for such 
issues rose under the impact of mounting investor 
search for income. Just how profitable—for the is- 
suer—recent refundings have been is indicated by 
the fact that several companies floated issues to re- 
deem bonds originally issued no more than six or 
eight years ago and which could be called for re- 
demption only at a substantial premium. 

Another factor, in a number of instances, was the 
constant improvement in earnings and financial con- 
ditions of the borrowers which made possible either 
refunding of high-coupon securities or flotations for 
the purpose of securing additional capital funds. On 
the other hand, it appears that security flotations to 
raise new capital for reconversion—as distinct from 
needs for current working funds—accounted for 
only a small part of the total. It would seem, there- 
fore, that this type of financing is still to come. 

There were other factors which made 1944 an 
outstanding year for financing activities. One, and 
an important one, is the declining trend of financing 
costs, due not only to easy money conditions but 
also to the requirement to enter competitive bidding 
contests on all but industrial company securities. 
Financing costs as well as underwriting profits are 
believed to have reached a new low but because of 
the huge volume consummated during the last half 
of 1944, underwriting profits will nevertheless have 
been quite satisfactory. 

The investment bankers’ fraternity now foresees 
the offering of at least $1 billion worth of bonds 
between now and the 7th war bond drive scheduled 
for Spring. That figure is regarded conservative— 
it could come much nearer to $1.5 billion, matching 
the amount of securities which came on the market 
between the 5th and 6th war loan drives. This esti- 
mate, moreover, does not include substantial amounts 
of preferred and common stocks expected to be un- 
derwritten in the weeks ahead. 

An indication of the heavy volume expected is 
seen in preliminary arrangements among underwrit- 
ing firms. They have formed into groups to compete 
for the underwriting of some $2 billion of railroad 
and utility bonds. Not all of these—mainly refunding 
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operations—can be expected to be sold in the first | ' 
half of 1945, or even before the end of the year for" 
too many securities offered in too short a period 
have the habit of producing temporary market in-/ 
digestion. But refunding intentions are unquestion- 
ably widespread, embracing an enormous volume of 
securities. 

It is understood that over fifty utility operating | 
companies are now considering 1945 refunding oper- | 
ations. As a whole, these plans would involve retire- 
ment of some $900 million worth of bonds, and about © 
$200 million worth of preferred stock issues. If most | 
of this materializes, there should soon be seen in-| 
dividual public offerings of new bonds up to #70) 
million. 


Railroad financing this year, as in 1944, is ex- | 
pected to run far behind the volume of utility offer- | 
ings if present indications continue to hold good, | 
though a number of substantial offerings appear © 
very likely. Probable bond refundings in the indus- | 
trial field are small by comparison with utilities and | 
railroads. But as soon as full-scale reconversion is 
in sight, managements in increasing numbers may 
turn to the capital markets for new money to finance © 
reconversion, and ,more particularly, postwar ex- 
pansion. 

Since mid-1948, the average vield of highest grade 
corporate bonds has been under 23/4,%. It was around 
that level in mid-1944 when iwidiens. particu- 
larly utilities, rushed lower-cost securities to market 
by the hundreds of millions. Back in the latter part 
of 1939, the average vield was above 3°. 


Low Interest Levels 
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The present interest level has undoubtedly en- | 
couraged the refunding of large amounts of utility 
company bonds brought to market with 314% cou- 
pons in the late 1930’s. Some of the more favorably 
situated operating units may be able to replace 314, | 
issues with new mortgages paying no more than 
234% to 2%. The conclusion is that few outstand- | 
ing utility bond issues, of high investment grade 
and carrying a 314% coupon, appear safe from re- 
tirement via refunding operations during the coming 
months or year. With top-grade utility bonds cur- 
rently selling on a 2.65% to 2.85% basis, many ob- 
servers visualize refunding operations involving the | 
call of issues now bearing even less than a 314° 
coupon. 

Except in special cases, interest rates on existing | 
railroad issues are higher than on utility mortgage | 
bonds. Hence railroad managements are replacing, | 


Peete oe 


or endeavoring to replace, issues carrying coupons | 


of from 4% to 514% with new ones paying from | 
3% to 4%. The recent refunding of Louisville & | 
Nashville 5s, 414s and 4s into 3%%s is one instance. 
Wabash Railroad may ask for bids on a new issue 
to refund some $47 million of 4% bonds; though 
last autumn it couldn’t get a satisfactory bid to} 
warrant the operation, many investment brokers 
think that the road will be successful this time. The | 
Chesapeake & Ohio and Pere Marquette railroads, 
members of the Robert R. Young-Alleghany Cor- | 
poration group, are generally expected to follow | 
the lead of another Young road, the New York, | 
Chicago & St. Louis, and accomplish some compre- | 
hensive refunding operations while the iron is hot. | 
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This would likely involve the sale of a $66 million 
O. issue and some $31 million of Pere 
Marquette bonds. Elsewhere, the Chicago & North- 
western may soon replace at a lower coupon rate 
the $55 million 4% first mortgage bonds it issued 
upon completion of reorganization just seven months 
ago. 

Some sellers of securities, particularly the rail- 
roads, are all set to go. They would like to avoid 


_ having their offerings come along at a time of tem- 
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porary indigestion in the new issue market such as 
happened occasionally in the period of record-break- 
ing activity that preceded the sixth war loan a 
| iva ti 
Forthcoming Utility Issues 


Relatively few of the many utility offerings now 
under consideration have reached the point where 
formal plans are ready for presentation to the SEC; 
once they are, competition among underwriting 
groups will be keen. Listed prominently among the 
more likely candidates for early action in the more 
than $2 billion of new offerings on which investment 
syndicates have already been formed are Pacific Gas 
& Electric’s $88.5 million of first “G’ 4s, due 1964. 
This new issue will follow by a few months an offer- 
ing of $115 million 3% bonds sold by the same com- 
pany in October to replace about the same amount 
of 334.% bonds of a different series outstanding un- 
der the same mortgage. 

Other utility bond refunding 


narrowing of yield rates and the result may well be 
that considerable money calling for employment may 
be spilling over from the bond into the stock market. 

This should be a natural, mechanical process, in- 
duced by desires which—being blocked off from 
fixed income securities by high prices and narrow- 
ing coupon rates—elect to approach their aim by 
resorting to a different class of securities. It would 
be reasonable to classify the buying of common 
stock thus generated as of an investment character, 
at least in part. These war times, with their ac- 
companiment of high income taxes which bear down 
with especial weight on incomes derived from in- 
vestments, have gradually worked for acceptance 
of the definition of investment to be applied to 
phases of buyers’ intent to acquire capital gains no 
less than to obtain income. Indeed, under present- 
day conditions, much hair splitting will be necessary 
to determine where speculation ends and investment 
begins. 

A pragmatic view of either falls into the discard 
when the sheer pressure of money seeking invest- 
ment is considered. Conceivably, many investors to- 
day, faced with the option of accepting a lower 
coupon rate on their bond investments or else, to 
obtain adequate yields, go into common stocks, will 
choose the latter course. A heavy wave of refund- 
ing thus may well prove a strong supporting factor 
for common stocks. It might be argued that a paral- 
lel subject for cogitation (Please turn to page 442) 

















plans that investment bankers i ’ 

_ think may crystallize in the first Character and Grouping of New Corporate Issues 

_ half of 1945 include: Jersey Cen- for Eleven Months Ended Nov. 30, 1944 

_ tral Power & Light, $38 million; sinteaiaauiias nai adidas 
Portland General Electric, $32 mil- Lene tee eek ent eee oe a 
lion; Oklahoma Gas & Electric, $35 NE cg aia $ 87,945,000 $482.825,000 $570,770,000 
million; Texas Electric Service, LUGS Career 19,494,358  1,201,773,642 1,221,268,000 
$33.7 million; Texas Power & (oo 
Light, $41 million; and Laclede Other Industrial & Manufacturing 207,777,128 146,647,872 354,425,000 
Gas Light, $19 million. ARR Reer tt eens 46,632,853 43,067,147 85,700,000 

| Additional possibilities include Ss glance —_ a yh 
Missouri Power & Light, $9 mil- Miscellaneous .......-...---. 47,199,400 37,565,600 84,765,000 
lion; Ohio Public Service, $29 mil- RE aR EP 415,268,739  2,048,194,261  2,463,463,000 
lion; Toledo Edison, $30 million; Short Term Bonds and Notes: 

Puget Sound Power & Light, $51.5 hy SCC EEC CEEE ee bag po ag 
WW) . ; + : ubiic BUEUIGE ccececcccceseacs —— ’ ou, 
rege ee ~~ Other Industrial & Manufacturing 2,000,000 — 2,000,000 

mE: —- whee . as. _. LO | eee enn Sea 2,000,000 10,750,000 12,750,000 
mi 10n ; ennsyivania ower Stocks: 
Light, $122.5 million; Minnesota Public Utilities .............. 23,216,672 98,896,910 122,113,582 
Power & Light, $32 million; Mon- Iron, Steel, Coal, Copper, etc.. 1,987,500 — 1,987,500 
tana Power, $44 million; and Phila- — Industrial & Manufacturing Neraaaae ew 40 a poipdin 
| delphia Electric Power, $32 million. NE ccccticiaiccecs+ss. or 45,000,000 45,000,000 
What the prospect of steadily Investment Trusts, Trading, 
| mounting refunding at lower < Holding, etc. ............. 9,823,540 —_ 9,823,540 
i pon nia actuall girionis Peay Miscellaneous ............... 13,347,513 6,816,375 20,163,883 
: y . ’ Es evans ics pisces 216,572,159 287,822,425 504,394,584 
| that yield rates are being eroded Total: 
| on two sides, price-wise and via Railroads .................. 87,945,000 492,825,000 580,770,000 
lower interest rates. A year ago, Public Utilities .............. 42,711,030  1,301,420,552 1.344,131,582 
prices for corporate bonds were al- Iron, Steel, Coal, Copper, etc.. 10,487,500 113,800,000 124,287,500 
ready considered rather high as Equipment Manufacturers .... 220.000 ao 220,000 
neue ; gn Other Industrial & Manufacturing 367,835,162 283,757,012 651,592,174 
| were those for railroad and utility RAN Re ie peeeunite 52,771,753 43,067,147 95,838,900 
bonds. In other words, bond prices Land, Building, etc............ — 22,515,000 22,515,000 
maintained and still are maintain- oe BO RET a oe ea 1,500,000 45,000,000 46,500,000 
: - ° ” ing, 
_ ing a sturdy front with yields small Seldom, of. .........+-+- 9,823,540 ine 9,823,540 
except for second grade issues. The Miscellaneous ............... 60,546,913 44,381,975 





current and prospective trend to- 
ward refunding points to a further 
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TOTAL CORPORATE SECURITIES. 633,840,898 


2,346,766,686 


104,928,888 
zsansorsee | 
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Wisest Investment Policy for 1945 


— TO INCREASE PRINCIPAL AND INCOME 


Reviewing and Revising 
Past Portfolio Suggestions 


Epiror’s Note: This feature has a history, Nearly two years 
ago there was posed in these pages the question: “How can 
I increase my investment income to meet higher living costs 
and taxes?” The situation of the investor who made this 
typical inquiry was set forth and two “guest experts’, anony- 
mous both by choice and as a matter of our publication policy, 
presented differing suggestions, 


Since successful investment requires continuous supervision 
and changes in holdings from time to time, about a year later 
we asked the authors to review the results attained by the 
programs they had proposed, and to offer revisions to keep 
holdings in line with the objectives. That was done in our 
issue of March 4, 1944. 
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We now make a third attack on the same problem 
the same authors, with another revision of the portfolig 
Comparative results of proposals made in the February 
1943, issue are shown in the table below the first column q 
this page, while the adjoining table, also on this page, sun 
marizes results from the revisions suggested in the issue ' 
March 4, 1944. From this point, let the two “guest expert way j 
take over. If their previous suggestions were followed, t® shoulc 
subject investor is now much better off than he would hag Am 
been on the portfolio originally submitted. If the current @& fave 
visions work out somewhere near as well — but perhaps wel E 
better wait and see a year or so from now, 

















S reviewed in the March 4, 
1944, issue of this publica- 
= tion, the changes in holdings 
ey suggested by me in February of 
—_— 1943 had resulted in bringing 
the total portfolio value up to $33,405 by February 
21, 1944, the income to about $2,017 a year and the 
yield to an average of 6%—these figures comparing 
with $27,753, $1,111 and 3.7% on the original hold- 
ings. 
At that time, due to intervening changes in prices, 
I submitted a further revision with selections on the 
basis of the prices of February 21, 1944. The com- 
plete list then suggested is shown in the table on 
the opposite page. It had a market value of $37,975 
at the close of 1944 or an increase of 14.2%. The 
income yield was about 6.9%. Larger profits and in- 
come return would have been possible in a more 
speculative list. But I contend that in both of the 
two portfolio overhaulings which I have previously 
outlined there is just about as much compromise 
between safety and risk as the investor’s position 
can properly warrant. 





Revision of Proposal No. 1—By Investment Counsellor A 





issues and substitution of a few common stoc 
which will further raise the quality of the list. An 
since the market is no longer depressed, I favo 
holding a reasonably prudent portion of the realiz 
profits. This works out to $5,452 or only a little ove 
14% of the fund as of the year-end. The investd 
might well put this in War Bonds for keeps. 


Securities to be sold are the Burlington bondy 
which face refunding on February 1 anyway, th : 
North Penn Gas bonds, and the following stocks) 
Foster Wheeler $1.50 preferred, Jones & Laughlij come 
$5 preferred, Curtiss Wright Class “A”, U. S. Ta the F 
bacco, Briggs Manufacturing, Climax Molybdenuny of 32. 
Philadelphia Company, International Nickel and Com of 13 
tinental Can. Space limitations prevent discussing 65 st 
the reasons for these individual deletions. Suffice i} with 
to say that some are suggested because the profit} Had 
appear worth taking, others because the curren] have 
yield is no longer adequate, a few because marke} incon 
action and prospects now appear unpromising. At 

Seven commitments are retained in this revise of th 
list, as shown together with the new selections ij list I 
the accompanying table. The substitute selectionj time 












































I am now suggesting disposal of a number of added are 100 shares each of Standard Oil of Ohig six s 
and - 
Comparative Results of Proposals Made in Comparative Results of Proposals Made in Th 
Feb. 6, 1943 Issue March 4, 1944 Issue page 
Proposal 1 Proposal 2 P 17 OP 12 ° 
Original Revised po Original Revised "Revised will | 
Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio | now | 
Market Value of Portfolio Market Value of Revised Portfolio 
wen. 6, 1943 5.00.60 te eweeeeees $27,753 $26,650 $ 27,037 OS AS | ee $29,661 $33,241 $37,737 | Be 
Market Value of Portfolio Market Value of Revised Portfolio 
RPGNOMR 5 i ccs < ceisisisionneiokic 29,661 33,405 35,£68 ReneS OMI ING chs ciisisciceinigerss 32,056 37,975 45,062 | Propt 
Increase in $ Valve .........ccceee 1,908 6,755 8,€31 Sncrease te S Welee oi... ccccccccs +39 4,734 7,325 Febr 
Yo Increase in Value .............. 6.9% 25.3% 32.5% % Increase in Value .............. 8.07% 14.2% 19.3% 
Rate of Annual Income in $......... 1,111.25 2,017.50 2,265.€3 Rate of Annual Income in $........ 1,166 2,192 3,68 ber é 
% Rate of Income Yield........... -7% Yo 8.3% % Rate of Income Yield........... 3.9% 6.9% 9.7% 
JAN 
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Chesapeake & Ohio, American Gas & Electric and 
Paramount Pictures. The quality and income yield 
are good, the safety factor much above average. 
‘There is a reasonable promise of ultimate fair ap- 
‘preciation, and all are so reasonably priced on 
probable continuing earnings that they are likely to 
hold up well in periods of market reaction. 

In a development program largely financed by 
tax offsets, Standard Oil of Ohio has boosted its 
crude oil production to about 20% of refining needs, 
‘compared with almost none before the war, and the 
figure may be near 50% before the war is over. 
This is a radical improvement in investment status, 
not yet adequately discounted in the market. With 
the stock around 48, earnings this year probably 
will exceed $8 per share. 

When considered in relation to price and yield, 
C. & O. has a far better long-term dividend record 
than any of the most popular industrial stocks. I 
regard the liberal dividend as assured for the post- 
war years. On solid investment merit this stock 
ed, t# should eventually sell materially higher. 

ld hag American Gas & Electric is a strong utility with 
rent 1 a favorable prospect and will be less affected by the 
Ds we SEC integration program than any other major 
‘holding company. The dividend seems secure and, 
‘considering investment quality, the yield is rela- 


tively attractive. 
Paramount is gradually gaining in investment 
‘status and acceptance; and is now a notably strong 
and well managed company. I regard the well- 
covered dividend, now at an indicated $2 annual 
rate, as quite secure and believe this stock will in 
time work higher. Another dividend increase, or an 

stocky °Xtra, this year is not improbable. 
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Portfolio No. 1 
As Revised in March 4 1944 Issue 
Probable 
2/21/44 92/21/44 1944 
Price Value Income | 
3M Chicago, Burlington & Quincy 
Ist 5s i971 BEGET OR EOE 97% $2,925 $150 
2M North Penn Gas 514s 1957......... 102 2,040 110 
40 shares Republic Steel $6 
GetGe DEOTONTER. «00s ccccccccses 93 3,720 240 
50 shares Celotex $1 preferred...... 17% §75 50 
50 shares Foster Wheeler 
DVL MORUNEOG, « ccccccccececssus 2) 1,050 75 
100 shares Stokely Bros. $1 preferred. 
50 shares Jones & Laughlin 16 1,600 100 
$5 preferred ‘'B’’......ccccccccee 
100 shares Columbia Pictures 71%4 3,562 250 
2.75 preferred......cccccccccece 
100 shares Curtiss Wright 38% 3,875 275 
$2 class ‘‘A’® stock. ......cccccces 16%, 1,675 200 =| 
50 shares U. S. Tobacco............. 24 1,200 60 | 
50 shares Briggs Mfg. Co............ 28% 1,425 100 | 
50 shares Climax Molybdenum........ 34 1,700 160 
50 shares Philadelphia Company..... 9 450 30 =| 
100 shares Reliable Stores............ 13 1,300 100 
50 shares Kennecott Copper......... 30% 1,531 150 
50 shares Inter ation: wickle...... 27 1,350 9 | 
50 shares Continental Can........... 34% 1,718 100 
60 shares Greyhound Corp........... 20% 1,245 75 CO 
$33,241 $2,320 | 


Proposed Current Revision of Portfolio No. 1 








Probable | 
12/30/44 12/30/44 1945) | 
Price Value income 
100 shares Standard Oil of Ohio...... 484 $4,825.00 $250 
100 shares Cheasapeake & Ohio....... 50% 5,025.00 350 
100 shares American Gas & Electric.... 31 3,10 0.00 180 
100 shares Paramount Pictures........ 2914 2,925.00 200 
Following Securities Retained: 
40 shares Republic Steel $6 
prior preferred............eeeeee 102 4,08 0 00 240 
50 shares Celotex $1 preferred...... 19%4 962.50 50 
100 shaves Stokely Bros. $1 preferred. 18% 1,812.50 
100 shares Columbia Pictures 4,€0 0.00 100 
G7. 7e MIONOIUOE. .. oc ccccescccces 48 1,775.00 275 
100 shares Reliable Stores............ 17% 1,868.75 100 
50 — yc ene icacases ay 1,350.00 1 7 
shares Greyhound Corp........... 4 -—__—__-— 
- ’ " $32,523.75 —_—_—_—_- 
Gaels MOSGPU. .... cccccccccccccececce 5,452.00 $1,945 
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y, th oS discussed last March in The Magazine of 
socks Wall Street, my proposed list for higher in- 
ighliy come and capital gain—which had first appeared in 
3. To the February 6, 1943 issue—showed an appreciation 
enuny of 32.5%, compared with rise over the same period 
| Co of 13.5% in the Dow-Jones composite average of 
issing 65 stocks. The income return was 8.3%, compared 
fice i} with only 3.7% on the investor’s original holdings. 
rofit} Had those holdings been retained, the gain would 
rrenj have been $6,932 less than on my program; and the 
arkej income return $1,154 less. Fine and dandy—-so far. 
' At that time, I suggested profit-taking on six out 
vise] of the total of eight securities that made up the 
ns ig list I had proposed about a year earlier. At the same 
‘tionj time I suggested a revised portfolio made up of just 
Ohig six securities: three preferred stocks with arrears, 
—— 2nd three low-price common stocks, two of which 
were holdovers from my February, 19438, portfolio. 
This revised portfolio is tabulated on the following 
| page of The Magazine; and in the same place you 
sed. | Will find a tabulation of the latest version which I 
now offer. 





737 | Before commenting on the present revision, it is 
962 proper to take a look at what happened between 


7 February 21, 1944, and the end of 1944, as Decem- 
685 | ber 30 figures are the most suitable as this is writ- 
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Revision of Proposal No. 2— By Investment Counsellor B 


ten. How did I do? Not bad. 
Due to the fact that both 
American Woolen preferred 
and National Supply $2 pre- 
ferred paid larger 1944 divi- 
dends on account of arrears 
than I had allowed for, the income return was very 
good indeed. It was at the rate of $3,685 a year on 
securities which had total market value of $37,737 
at the time the selection was proposed. This was a 
return of 9.7%. Despite the rise in the market and 
the increased capital fund on which the percentage 
yield is figured, the return nevertheless substan- 
tially exceeded that on my 1943 prosram. As the 
problem submitted to me emphasized higher income 
return, the objective continues to be met. 

The capital gain at the year-end was $7,325 or 
about 19.3% since February 21, 1944. This was a bit 
less in dollar total and percentage than on the pre- 
vious program. The appreciation, however, mate- 
rially exceeded the rise in the Dow-Jones industrial 
average over the same period of time. 

Most of the issues on which I suggested profit- 
taking in the March 4 issue had a further subse- 
quent advance which was very substantial in a few 
instances. However, had they been retained, the 
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total profit at the year-end would have been only 
about half of that actually shown. So the substitu- 
tions paid out on an average. 

When we first considered this investor’s problem 
early in 1948, his portfolio had a value of $27,753. 
On the final trading day of 1944, my second pro- 
posed revision had—if followed—brought the total 
value to approximately $45,062. That is a very hand- 
some gain, even after allowing for tax liability, and 
I am going to suggest that a major portion of it be 
cashed in now. Furthermore, I am not going to sug- 
gest immediate full reinvestment. 

Looking back, the excellent results obtained were 
made possible mainly by much greater than average 
rise and yield in three general types of securities: 
namely, speculative railroad bonds, low-price com- 
mon stocks and preferred stocks with arrears. The 
results have to date justified the risk taken and the 
departure from customary investment diversifica- 
tion. However, the potentialities in these three types 
of securities obviously have by now been much 
diminished and I can not at present see other types 
available for comparable results. 

In handling the present problem, I am not ex- 
pected to guess the top of the current market ad- 
vance but I am called on to try to look ahead about 
one year and plan accordingly for this investor. 
While I remain bullish for the longer-term, I doubt 
that the market can have clear sailing throughout 
1945. I would favor, in this case, holding substantial 
cash reserves until the next important reaction pre- 
sents exceptional selective opportunities. But since 
I apparently have to plan for something like a year 
ahead—which gives me the uncomfortable choice 
between keeping this‘investor in a list of high-yield, 
and therefore speculative securities, or of sharply 
reducing his current yield and increasing his safety 
factor by holding considerable cash or equivalent— 
I have to choose the latter compromise. 

Excepting with ever-increasing risk, we can 
neither keep on lifting this yield nor even hold it 
at the abnormally high figure of 10.5% attained on 
the program suggested last March. I believe this 
investor should look upon the good fortune that 
has come his way—I am assuming my previous 
suggestions were followed—as to some extent in the 





























Portfolio No. 2 
As Revised in March 4, 1944 Issue 
2/21/44 2/21/44 Progaa 
PREFERRED STOCKS WITH ARREARS: Price Value Income 
100 shaves American Woolen, Pfd..... 741% $7,412.50 $£00 
200 shares National Supply $2 Pfd.... 27% 5,775.00 600 
—— - br City Rapid 
Sa 7 7,600. 
COMMON STOCKS: , 3400.00 360 
300 shares American Light & Traction. . 17 
500 shares Interlake Iron............. 7% 3.750.00 175 
300 shares New York Central......... 1836 5,512.50 450 
$37,737.00 $3,085 
Proposed Current Revision of Portfolio No. 2 
Probable 
12/30/44 12/30/44 1945 
Price ~ alue Income 
100 shares American Woolen, Pfd..... 107 $10,700.00 $1,200 
200 shares Narional Supply $2 rfd.... 271 5,000 00 £00 
100 shares Bond Stores............... 43), 4,350 00 200 
100 sha-es Atlas Plywood............ ey, 1,650.0 £0 
100 shares Evans Products............ 1634 1,625.00 50 
100 sha-es Pantepec O.l.............. 94 912.50 50 
100 shares Spiegel, Inc............... 133g 1,337.50 “= 
100 shares United Drug............... 171% $ 1,750.00 
f ~ $29,450.00 2,360 
Cash Reserve (approximate).......... ™ 14,612.00 ° 
408 


nature of a windfall; and I suggest that the uncer- 
tainties of 1945, as well as present advanced prices, 
call for increased emphasis on conserving past gains. 
If they are conserved, a satisfactory yield on a fully 
invested position can again be established at some 
propitious future time. 

With the exception of two issues, I propose the 
present sale of all of the securities put in the port- 
folio on my revision discussed in the issue of last 
March 4. I would keep the American Woolen pre- 


ferred, despite the very large advance it has had, | 
because I do not believe the potential is exhausted | 
and because I think it reasonably probable that this | 
holding will again produce $1,200 of income in 1945. | 
The outlook for the company is favorable for the | 


foreseeable future and there are still large arrears 
on the stock. Following further cash payments there 


will probably be an eventual recapitalization or some | 


other adjustment — favorable to preferred share- 
holders — to clear remaining arrears. 


Although the $2 National Supply preferred has 


not contributed to capital gain, it has to date yielded | 


ERR 





income at an annual rate of $800 on an investment | 


of $5,575 or a return of 14.3%. I propose to hold it 


because payments this year should at least equal | 
1944. Remaining arrears are $5.50 a share and earn- | 


ings are at a rate more than double that. The com- 
pany’s post-war outlook is favorable and the stock 
eventually should be worth more than present price 
even on the basis of $2 regular rate. 

In these two retained commitments the investment 
is $16,200, at December 30 prices, and the probable 
1945 income is $2,000. I propose to close out the 
other holdings because current yields are no longer 


exceptionally good in relation to the speculative | 
character of the issues. This will provide approxi- | 


mately $28,862 cash. I propose to invest $13,250 of 
this in substitute issues which will be briefly dis- 
cussed hereafter, and to hold $14,612—or almost 
one-third of the total capital fund—in reserve. This 
probably can be employed to special advantage at 
some time within the course of the present year, 
and I will have to leave guidance on this phase of 
the problem to The Magazine of Wall Street. 

As will be seen, the revised portfolio figures to 
bring income of $2,380 a year, which is more than 
twice that on the investor’s original holdings. Since 
this investor was stated to be in the $5,000 earned- 
income bracket, the increment in investment return 
certainly can be considered a satisfactory offset to 
higher taxes and living costs. Both for that reason 
and because it has now become so much more difficult 
to find high-yield securities without unduly high 
risk, in the stocks added to the list I am emphasiz- 
ing longer-term capital gains potential with income 
secondary. In effect, these purchases—most of which 
are definitely speculative—are made out of “velvet”, 
since total value of the two hold-over commitments 
= cash reserve exceeds that of the original port- 

olio. 


The first addition is Bond Stores. This company is 
an aggressively successful clothing manufacturer 
and retailer, with very promising growth potentials. 
With eventually lower taxes, I believe post-war earn- 
ings will be not less than $8 a share under good 
business conditions and that the dividend will be 
at least double the present $2 a year rate. 

Atlas Plywood is the (Please turn to page 434) 
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STOCK MARKET. . . eam 


Resulting from 


Government Controls 


BY FREDERICK K. DODGE 


Shwe creation, distribution and wise handling of 
securities is as complex in character and as tre- 
mendous in scope, as the overall picture of industry 
itself. So closely interwoven are the ties which bind 
the two in a capitalistic economy, that whatever af- 
fects one has its repercussions on the other. In fact, 
one could not exist without the other. Owners of 
securities, management and labor all sink or swim 
together according to the outcome of the enterprise 
in which they are jointly engaged. For this reason, 
the experiment of Government control over security 
markets, through the Securities Exchange Commis- 
sion, has quite as important implications as if an 
equal degree of paternalism had been achieved in 
our entire economic structure. Today, with a decade 
of experience to form a basis of study, the trends 
and results evolving therefrom are becoming increas- 
ingly clearer. 


In the immediate aftermath of the crash in 1929, 
when investors and speculators alike were still nurs- 
ing their wounds, there arose a public clamor for 
the law to step in and prevent a repetition of the 
suffering experienced. As a result, the Securities and 
Exchange Commission came into being, with cer- 
tain delegated powers by the hand of Congress to 
control the issuance, purchase and sale of securities. 
The fundamental idea was to protect a gullible pub- 
lic against fraud —a goal warmly applauded by all 
good men. In reinforcement of the original setup, 
Congress passed half a dozen supplementary statutes 
to more clearly define and correct certain aspects of 
financial procedure, and rumor has it that the Com- 
mission plans to extend its activities into corners 
of financial closets yet unswept. 


Ten years of trial and error, perhaps to be ex- 
pected with such a tremendous job, have resulted 
in many far reaching reforms and improvements in 
the security markets. From the very start, the SEC 
has embarked upon a program of regulation far ex- 
ceeding the prevention of fraud, and has often been 
accused of exceeding its legal authority. Even today, 
our most competent investment bankers would wel- 
come a closer liaison with the Government to formu- 
late in a more practical manner some of the plans and 
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The New York Stock Exchange 


procedures which seem to have a strong tinge of 
theory only. Mr. John C. Folger, President, Invest- 
ment Bankers Association of America, has suggested 
creation of a jcint committee, to accomplish just 
such an end. Gone are the old days, however, when 
stings of fortunes lost by general economic disaster 
caused everyone to look under the bed for individual} 
villains. 

Washington, it seems, has completely reversed its 
opinions as to the necessity of maintaining our great 
security markets to the exclusion of others. In fact, 
rumors are current that the SEC would like to see 
the purchase and sale of all securities extended to 
many new regional exchanges. If true, the Commis- 
sion certainly should sit down with a few practical 
bankers before undertaking such a far-reaching 
move. So much good has been accomplished by the 
SEC, through increasing understanding on both 
sides, that everyone concerned is now working to- 
ward a common end to iron out the wrinkles, with 
mutual acceptance of permanent relation between 
Government and private banking. This spirit of co- 
operation is indispensable, on both sides, if the good 
work is to continue. 


At the conclusion of peace, an enormous volume 
of corporate financing will be needed, and while re- 
conversion plans of industry can be deferred for the 
duration, complete preparation of our security mar- 
kets to attract the mounting billions of funds now 
idle in the hands of the public need not be held in 
abeyance. Upon the success of such undertakings will 
depend the maintenance of high-level employment 
so vital to our post-war welfare. To properly create 
these new securities, to distribute them wisely, and 
to trade in them later in an orderly manner, will 
require special lubrication of banking wheels, and 
the prompt elimination of all needless red tape and 
expense. As Washington has joined the chorus of 
vocalists emphasizing the urgent encouragement of 
venture capital, the SEC will surely do all in its 
power to accomplish the desired end. 








Too much “truth”, like anything else, can prove 
to be indigestible. The time and expense now re- 
quired of every issuer of securities in registering 
them with the commission entirely overshoots any 
practical mark. The same thing is true of the bulky 
circulars which must be furnished every buyer of 
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James M. Landis, former chairman of the S.E.C. 





new issues. Instead of protecting the buyer (who 
cannot or will not read them), they protect the seller 
from omitting some “essential fact” and thus ex- 
posing himself to the law. Beyond all doubt, the 
shrinkage of venture capital issues has been acceler- 
ated by many of the costs and restrictions which 
now exist. The registration costs to large corpora- 
tions sometimes approach the cost of distributing 
the securities when issued. The situation could be 
improved, with sensible and adequate information 
placed in the buyer’s hand. 

So many unscrupulous peddlers of both good and 
bad securities have been hauled into jail, or by in- 
junction process been prevented from further ex- 
ploitation of innocent investors, that the SEC has 
earned a lot of well deserved credit. As most of these 
crooks, in contacting their customers, have to use a 
Government instrumentality such as the mail, it was 
logical for Government authority to put them out 
of business. The security business, therefore, has 
had a healthy house cleaning, thanks to energetic 
SEC intervention to stop such objectionable prac- 
tices. 

The continued control of distribution of securities 
has produced some excellent results, especially in 
weeding out the chaff from the wheat. All classes 
of private bankers, including advisers, must register 
with the SEC, establishing financial responsibility, 
background and the names of their representatives. 
This has resulted in the elimination of many ama- 
teur financiers and established a more conservative 
foundation for the entire profession of investment 
banking. It has made practical the use of valid dis- 
ciplinary measures in cases where SEC regulations 
have been violated. The Commission not only lends 
a ready ear to any complaints from the public, but 
also is vigilant in watching on its own account for 
infractions of its many rules and regulations. The 
rapid and orderly distribution of large issues in 
these days requires elements of energy and enthu- 
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siasm difficult to control. Some revision of these 
rules might benefit the important functions of dis- 
tribution, without danger to ethics. 

In the vast field of security turnover, the New 
York Stock Exchange, in cooperation with the SEC, 
has effected many changes of importance to the en- 
tire security market. Under the leadership of its 
president, Mr. Emil Schram, it has won the con- 
servative and leading position in world finance which 
it always deserved but never previously achieved. 
Manipulation of stock prices or artificial stimulation 
of activity in certain issues, for so many years the 
delight of strong pools, is no longer possible. While 
this radical improvement in practice has greatly 
lowered the volume of trading, and consequently the 
profits of brokers, the interests of the public were 
well served. Speculation of the proper sort and by 
proper people has a necessary and honored place in 


our economy, and nowhere in the world can it or | 
does it reach such dimensions as on our stock ex- | 
changes. Equally important, of course, is the value | 
of the exchange in providing the best imaginable | 


machinery for huge purchases and sales of strictly 
investment origin. 


Trading Supervision 


The house cleaning in the nation’s stock exchanges | 
affected not only their policies and complex ma- | 


chinery, but those of their member firms and the 
corporations whose issues are listed on these ex- 
changes. On the exchange floors the SEC has spe- 
cially trained-staff members to watch with keen eyes 
for any transactions or trends which might warrant 
further investigation. Member firms must furnish 
evidence of their financial condition at all times, and 
“customer men” are obliged to solicit business on a 
basis of strict factual information rather than of 
alluring “hunch” or casual tips. Corporations desir- 
ing to keep their securities on the stock exchange 
list now furnish quarterly reports of earnings to 
the SEC, along with details of all transactions in 


their own securities made by their officers and di- | 


rectors. The expense and inconvenience of this latter 
rule has caused a few corporations to delist their 
issues, but against this, the fact remains that the 


Government has greatly strengthened public confi- | 
dence in all the stock exchanges of the country by | 


the imposition of radical improvements. Bankers, 
to some extent and like all champions of free enter- 
prise, dislike restrictions from any outside source, 
but as time goes on this feeling even in these quar- 
ters may disappear if the rules do not become alto- 
gether too much or too many. 


Another interesting step in Governental control | 


of security transactions is shown in a recent speech 
by Edward H. Cashion, counsel for the SEC. It is 
planned to broaden the powers of the Commission 
in the interpretation of the little word “fraud”. Legal 
definition of the word has never been exact or pos- 
sible, as varving facts must determine it. Until re- 


cently, the SEC has defined “fraud” as an act of | 


sellers only. It is now applying the word to buyers 
of securities as well, in cases where questionable 
ethics have occasioned loss to innocent sellers. A 
concrete example furnished was given in the case 
of two truck companies which merged. The officers 
and directors, with advance knowledge of greatly 
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increased earnings and privately aware of the fa- 
vorable terms of merger, went into the market and 
bought a lot of stock for the company at very low 
prices. No information had been handed out to the 
stockholders as to the state of affairs. The SEC 
subsequently stepped in and forced a restitution of 
$165,000 to the original owners of the stock which 
had been purchased. This case suggests a new degree 
of protection for the public in the security markets, 
in that under certain circumstances the buyer had 
better aware if he fails to make reasonable disclos- 
ures. 


The Public Utility Act 


Perhaps the most momentous and far-reaching 
work of the SEC to date has been the enforcement 
of the Public Utility Act of 1935. Gaston Purcell, 
Chairman of the Commission, recently described 
some of the results of these activities to The Ameri- 
can Institute of Engineers. As they involve billions of 
dollars worth of public utility securities of every imia- 
ginable description, a brief review of the situation 
is well in order. It will be remembered that under 
the terms of this Act, the great public utility hold- 
ing companies, with their immensely pyramided fi- 
nancial structures, were ordered to divest them- 
selves of all their holdings in operating companies 
scattered all over the United States which did not 
permit of practical integration. During the wild 
boom of the 1920s, holding companies by sale to 
the public of their own stock and bond issues, com- 
peted with each other in buying control of the 
common stocks of most of the operating companies 
in the country. These common stocks in most cases 
formed the only basic security for the immensely 
inflated securities issues of the parent companies. 
The operating companies, doing a sound business as 
a rule, found themselves subject to absentee man- 
agement, and in many cases forced to divert earn- 
ings in substantial amounts in the form of service 
fees to headquarters. Discontent on the part of both 
investors and operators resulted in commendable 
action by Congress as embodied in the Act. The 
powers of the SEC were broadened to include ad- 
ministrative as well as financial supervision of the 
huge task imposed upon it. 


While it has required years to agree on definite 
plans and steps to reorganize such a large number 
of top-heavy utility holding structures, much prog- 
ress has been made, and Mr. Purcell thinks the end 
is in sight. By June 1944, 266 companies, with assets 
of over $334 billion dollars have gone through the 
“mill” and the process is rapidly continuing. These 
operating companies, now under individual manage- 
ment, and sometimes merged or refinanced, present 
an often greatly improved outlook for their stock- 
holders. It is debatable, however, whether or not 
they will be handicapped by loss of highly developed 
engineering service formerly supplied by the parent 
companies. 


The effect upon holding companies in complying 
with the orders of the SEC, or enforced by court 
action, has naturally been drastic. The reorganiza- 
tion of Standard Gas and Electric Co., now waiting 
final court approval, is a typical example. The com- 
mon stockholders of the old company are wiped out 
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entirely. $60 millions of debt have been paid off, 
(partly in cash and partly in stock of operating 
companies), and $87 millions of preferred with large 
dividend arrearages converted into common. 


North American Co., to cite another case, is liqui- 
dating by payment of dividends in stock of its oper- 
ating companies, such as Detroit Edison and Pacific 
Gas and Electric Co. Cities Service Power and Light 
Co. has realized over $25 millions cash by sale to 
underwriting syndicates of its holdings in operating 
companies. Electric Bond and Share is experiencing 
a dual reorganization because of its large investment 
in other holding companies such as American Power 
and Light, National Power and Light, and Electric 
Power and Light, themselves obliged to dissolve as 
holding companies. 


In other situations, properties have been ex- 
changed by holding companies to effect a single gen- 
uine integration, as under the terms of the Act the 
retention of a single operating unit is permitted. 
In the years 1937-1943 the utility debt of the coun- 
try decreased by more than $200 millions although 
after allowance for eliminations of inflated items, 
net property additions amounted to over a billion 
dollars. At the present time, the electric operating 
companies enjoy their strongest financial position of 
record, and a number of holding companies which 
have fully complied with the law are now carrying 
on, exempt from the provisions of the Act. A great 
deal more reorganization, of course, remains to be 
accomplished, but all the holding companies have now 
read the handwriting on the wall and are speeding 
up their plans to complete the huge program. 





International News Photo 


Ganson Purcell, (left) present chairman of the S.E.C. and 
Robert E. Healy of Vermont, S.E.C. commissioner 


The impacts of Federal regulation upon the se- 
curity markets have been many and of importance 
to our entire population. As a result of the Public. 
Utility Holding Co. Act just mentioned, unavoidable 
but tremendous changes in security values and 
prices have occurred. An honest appraisal of values 
might have created awareness, and subsequent rem- 
edy, without Government intervention at all, but in 
boom times such as we experienced in the Twenties, 
human nature always discards the need for profound 
analysis. The SEC, as Mr. Purcell says, cannot create 
values, nor has it the least desire to eliminate them. 
There is little doubt that (Please turn to page 440) 
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By E. K., T. 


TIME ELEMENT will work against a separate law 
for universal service, probably defeat it despite the 
President’s message and the first wave of enthusi- 
astic reception. Organized labor is united in oppo- 
sition, with a potent ally among religious groups. 
The objectives can be accomplished within the frame- 
work of Selective Service Act. And because time is 





Washington Sees: 


To get at the fundamentals of the Senate War 
Contract Committee's program for guaranteed full 
ee it is necessary to examine the back- 
ground of the chairman and leading protagonist 
—Senator James E. Murray of Montana. 


Against a profession of love for private enter- 
prise it must be borne in mind that Murray is 
the prime congressional pusher for socialized 
medicine. He won his polilical spurs as the cham- 

ion of Montana’s miners; put through state 
caiutes that protected them against occupa- 
tional hazards. Without discounting the import- 
ance of that achievement it is fair to say that 
Murray, having tasted success through reform 
legislation in a socialized field, is seeking to 
perpetuate himself in public life via the same 
route. 

The committee's proposal is, in substance, a 
continuing WPA. Ipso facto, sixty million gainfully 
employed adults in the United States means 
prosperity: therefore, sixty million jobs must be 
provided either by private industry or the slack 
taken up through government spending. 

The suggestion that there should be a return 
in value does not dim the Murray picture. And, 
as a matter of fact, the Montanan does not 
limit the guaranteed jobs to sixty millions, but 
leaves it to an Executive determination. 


Present prospect is that Congress will accept 
the Murray plan only as a pious declaration of 
hope, file it “for future reference.” 





of the essence there is likely to be more executive 
order than legislation. 


CONGRESS will streamline this year after two dec- | 


ades of much talk and no action in that direction. 
Committees will be fewer in number and no longer 
will chairmanships fall solely to those whose prin- 
cipal contribution to national life is that they have 
lived long. More expert aides are to be available. 
The lawmakers’ eventual recognition of the fact that 
no man — not even a congressman — is a jack of all 


trades should lead to improved governmental oper- 


ations. 


LIMITATION of travel up to, if not including, ration- 
ing is in prospect. So long as race tracks and profes- 
sional sports events were permitted to operate there 
could be no effective control over travel, but the 
recent Byrnes’ orders took care of that. The curb 
on conventions is only the beginner. A campaign will 
be waged to stigmatize the civilian tourist, make 
him uncomfortable. Office of Defense Transportation 
doesn’t believe legislation will be necessary to make 
it work. 


RECAPTURE by states of local functions surrendered 
to the federal government in recent years will prove 
a hollow victory. Driving forces are governors who, 
for the most part, have been kept in office on the 
ground that they have made their states solvent, 
can show surpluses. But federal spending, principally 
on war contracts, has brought the incomes which 
wiped out relief rolls, thinned numerous other nor- 
mal state government costs. States will get back 
their powers, but also their fiscal responsibilities. 


CENSORSHIP on the home front is becoming a fact. 
Criticism of delays in releasing information on the 
German counter-offensive hasn’t bothered the Ad- 


ministration. FDR has given the cue to agents and | 


agencies by admonishing reporters not to talk out 
loud about international “differences.” 
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Stettinius’ | 
condemnation of a columnist who published docu- | 
ments dealing with Italian relief was studied, not | 
casual. It bore the stamp of higher-up indorsement. | 
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Storm signals were up as the 79th congress came into 
existence. botn the domestic and the foreign fronts were in a 
State or irritation and the lawmakers were pouring no balm. 











House vote to reinstate the Dies Committee was symtomatic. 


The committee to investigate unAmericanism had pursued methods far 
worse than those of their professed targets. But the vote was a 


"show of hands." 











Deeper implication could be found in the sponsorship -- 
led by Rep. John Rankin of Mississippi. Rankin is outspoken in 
his racial dislikes. His true target is Sidney Hillman. The 
mantle of the late "Cotton Ed" Smith, too, has fallen on Rankin's 
Shoulders. 














Taxpayers might as well be prepared for a continuing 
tanheavv government after the war. That conclusion is inescapable 
in the Byrnes report. There is no possibility of reconverting to the government 
of 1938. 














ve 


Byrnes now agrees that the war debt will reach a figure at which carrving 
- charges alone will exceed the entire cost of operating the federal government 
c- fi before Pearl Harbor. 
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er Not to be measured solely in terms of dollars, the hospitalization 

in- | problem will be tremendous. Need for new facilities will require one of two steps: 
a 1. Taking over existing hospitals; 2. Construction of new buildings, which would 
le. 


on take manpower and materials from housing and postpone the solution of that 


all great problem. 
i Washington would prefer to absorb existing hospitals, much as it is 
realized that they are too few todav for civilian needs. Problem is found in the 







































































n- fact that all post-war plans contemplate not less than 1,200,000 new living units 

2g- in the early years. That compares with 709.000 before the war. 

re 

he Weak point in government's "public relations" is handling of labor issues. 

rb The Petrillos and the Averys do not fall into the same slot when it comes to 

‘ill Washineton mandates. F.D.R. wants Dan Tobin, chief teamster, to take over the 

va labor portfolio in his Cabinet, but wilv Tobin wants no part of it, won't accept. 

ke Solution will be left to Byrnes. Congress gave him the mandate and he's 
not one to avoid it. He will consolidate the Labor Department, War Manpower 

ed Commission, War Labor Board, and other agencies operating in that field. 

ve 

10, | Startling fact is that Frances Perkins will emerge boss of the expanded 

he | labor agency! 

nt, 

lly Veterans' Administration and Selective Service Headquarters are worried 

ch about job placements for returning veterans. Despite law's provisions, the vets 

“a aren't being taken back, complaints indicate. 

ck 

| WLB's recent order that in-grade promotions in salary must be given 

t veterans the same as if they had been continuously employed, is causing difficulty. 

i. Many will return at higher salaries than those they left. Unions are attempting 

oa. to adjust the situation, actually are complicating it. 

nd 

ut | Despite some favorable turns, Wasnington is pessimistic about the war in 

1s’ Europe. Victory promised for 1944 didn't come to pass; prospect for 1945 is 

2u- furious, costly engagements. In the Pacific, despite constant advances, 

“ the United States forces are only beginning to move into vital territory. 
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National tightening of the belt, sucn as has never been experienced 
before, lies ahead. 








There will be a drive for legislation to force young men into military 
service or jobs supporting the military. Mastadons with punctured ear-drums 
wiil not be cavorting on playing fields this summer; thev'll be driving trucks or 
nrodicing munitions. 














The new Congress will see the end of the war unless everv present sign 
fails. And the issue or war prevention will arise anew: that doesn't spell 
unive:'’sal military service legislation. Outioox as or today is compulsory military 
training for 'teen-aged boys. 











Top subject a few months ago, reconverSion today is relegated. No one 
dares mention it in official circles. It touches off flares of ideas for new 
pvoduction, total conversion where it has not already been achieved. 











Industry will turn out to be the whipping boy of the war, if one gauges 
public sentiment by the record that will b2 written in Congress. War contractors 
will be subjected to unbridled abuse. Failure of the military to estimate needs for 
the War in Europe will be shunted to industry. 














Complete answer will be found in the fact that virtually every holder of 
an imvortant war production contract flies over his plant the Army-Navy "E" -- for 
“Excellence." Complete as that is, it avails little in the congressional 
ex-parte presentations. 














Office of Price Administration is torn by internal dissension. One group 
within OPA favors enforcement of orders by the force of club; the other regards 
orders self-enforcing, on a patriotic basis. 





Chester Bowles favors the soft touch; but the OPA organization was built up 
(Bowles inherited it) in the Leon Henderson free-swinging style. Result will be 
conrusion in orders, confusion multiplied in enforcement. 











Bowles secretly admits that cancellation of ration points during the holiday 
season was a tactical error. It was inevitable, but it was ill-timed. Not even 
Bowles claims the cancellation was effective. But it started a rush on the shoe 
market. The "rationers" had let their public down. 











Plans of starry-eyed economists to create government grades for packaged 
foods will be stopped in their tracks in the current congressional session by a 
coalition headed on the republican side by Rep. Charles Halleck of Indiana. and on 
the democratic side by Rep. Lyle Boren of Oklahoma. 














The issue might seem unimportant at first glance. But it means that tastes 
develoved over the years, preferences based on long use == even sentimental attach- 
ment -=- to well-known products must be forgotten; that someone in a Washington office 
will decide what is good, what is bad, for John Q. Citizen. You'll buy Grade A, B, 
or C nancake flour -=- not "Aunt Susie's." 

















From a business standpoint. such a happening would be extremely, and 
unnecesSarily, costly. Actually millions of dollars have been spent in building 
public acceptance to brand-named goods. National advertising has been commonly 
used. Those values could be wiped out if the departmental plan prevails -- but 
Halleck and Boren are potent members of Congress and they say "No!" 
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HE war is increasingly bringing home to us the 

fact that our raw material position, once unri- 
valed, is no longer in a good many directions, afford- 
ing us that margin of safety which in prewar years 
was freely taken for granted. War’s drain on many 
of our major resources has been tremendous. We 
realize now that we no longer have unlimited sup- 
plies of “low-cost” iron ore, zinc and copper; that 
our petroleum reserves have been strained and that 
we never had an even remotely adequate amount of 
high-grade bauxite; that we have no nickel and vir- 
tually no tin, to mention just a few of the most 
“strategic” raw materials. Nickel and tin, of course, 
have always been import commodities and war-time 
imports have in the main been adequate to cover our 
vastly expanded needs; yet their absence domesti- 
cally has at times been painfully felt. 

The new raw material picture, domestically and 
world-wide, as it will finally evolve after the war, is 
likely to lend entirely new perspectives to a good 
many industries dependent on raw material reserves. 
Any shifts, in this respect, are bound to have in- 
vestment repercussions. Perhaps even heavier may 
be the impact in the field of foreign trade policy, 
with far-reaching reactions at home and interna- 
tionally. 

To give merely a hint of the latter possibilities, 
consider a fairly recent development. The Russian- 
Finnish armistice treaty leaves the Finnish nickel 
mines (at Petsamo) in Russian hands. This forces 
the assumption that henceforth the flow of that 
metal will be heavily from those sources to Russian 
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rather than European industries. Repercussions on 
the Canadian production (on which we mainly de- 
pend) is something that cannot be predicted, but it 
is bound to be felt in several quarters in Europe 
where the Finnish production was important. In the 
end, it may mean higher nickel prices for American 
consuming industries. By the same token, most of 
Finland’s exportable production of lumber, pulp and 
paper that formerly went to Europe and America 
will no longer be available, being pre-empted for 
Russian consumption with perhaps similar effects. 
In another field, we have long been aware of the 
importance of our rubber imports as at least a partial 
offset to our favorable balance of trade. The syn- 
thetic rubber industry’s fate has not been definitely 
decided upon but it is bound to survive, possibly a 
good part of it. However, it is unlikely that we shall 
maintain in operation all the synthetic facilities once 
natural rubber becomes available in adequate quan- 
tities and at fair prices. But even at best, it will 
be some time before Far Eastern plantations are 
again in condition to produce and ship in prewar 
volume. This leaves a fairly big gap in our import 
probabilities for some time after the war’s end, 
with important indirect repercussions elsewhere. 
Enormous war-time consumption of our higher 
grade iron ores may speed the day of a greater 
reliance on lower grades. Whether that will stimu- 
late ore imports is not clear from available facts, 
but the war has instigated a larger potential ore 
consumption near tide-water, on the east coast and 
to a minor extent on the west coast, and this may 
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Imports for Consumption of Basic Raw 
Materials, 1929 and 1937-1941 

Raw Material Unit 1941 1940 1939 1937 1929 
ee Million Ibs. 1,441 730 461 455 974 
Hides and Skins..... Million Ibs. 611 362 323 312 516 
OS aaa: Thousand tons 2,344 2,483 2,413 2,442 3,139 
ees Thousand toas 104 48 36 119 8& 
a Million Ibs. 875 258 191 32 232 
Mangonese ......... Million ibs. 1,661 1,426 798 1,095 €65 
ickel .........é4.. Million Ibs. 229 176 128 = 107 93 
Per.oieum, Crude ... Million bbls. 52 42 29 25 79 
RUNS. 0 cccvccscons Million Ibs. 2,355 1,€65 1,151 1,378 1,307 
on SE Million Ibs. 26 “3 55 64 98 
a aera Million Ibs. 316 280 157 197 195 
PON ie a 0t-d,0000 Thousand Ibs. 11,550 6,. ¢ 2,0 5 6,064 6,810 
BE sa esa oxswandecee Million Ibs. 552 242 148 83 29 




















well foster the trend towards imports, with unpre- 
dictable effects on prices. 

We have barely scratched the surface of tempo- 
rary and even long-term shifts in the international 
movement of commodities which are possible or 
probable as an aftermath of the war. We wish to 
help the Chinese and trade with them but necessity 
has promoted the development of American tung oil 
production, a vital ingredient of lacquers and var- 
nishes and formerly a Chinese monopoly. We do not 
wish to help the Japs and therefore do not think 
twice of our nylon and other silk substitutes. We 
do wish to help the Philippines but have subsidized 
an enormous hemp production in Panama. The list 
of potential conflicts could be lengthened consider- 
ably but in this article we shall deal mainly with 
domestic resources. 

At home we must face the fact that we are pass- 
ing from a country of plenty to a country of scarcity 
in the field of metals, minerals and other essential 
supplies. Weare moving toward an economic position 
similar to that of England, that is increasing de- 
pendence on imports to maintain our industries. 
While it may not be an urgent necessity of tomor- 
row, the trend is real and inexorable; yet this pic- 
ture, too, requires perspective, for a good many 
fallacies— and perhaps intended exaggerations — 
have cropped up in popular discussions of this vital 
subject. Let’s see how the situation shapes up in 
respect to our leading resources. 

Natural resources fall into two broad groups, 
those which are exhaustible and those which can 
be renewed. To the former belong soils and minerals, 
and to the latter forests and grazing lands. 


The United States which until the turn of the 
century was mainly agricultural, since then has 
become the leading industrial nation of the world, 
and as its industrial structure rests upon a foun- 
dation of mineral resources, it is with them that 
an examination of the basic raw material situation 
should properly begin. 

In the years 1937 to 1940 United States was the 
leading producer of copper, lead, petroleum and 
zine. It produced the most coal and iron ore in 1937, 
though in 1938 Germany’s coal production and 
France’s iron ore production were greater. However, 
as a result of the war, American output of ivon 
ore was virtually doubled, amounting to an esti- 
mated 113 million tons in 1943. Some 85% of’ this 
ore comes from the Lake Superior district, in which 
the famous Mesabi range is situated, and enormous 
wartime consumption has greatly accelerated the 
already rapid process of depletion. It is estimated 
that at present production rates, the reserve of the 
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Lake Superior district estimated at approximately 
1,300,000,000 tons would be exhausted within ten 
years. However, a return to more normal output 
levels, greater imports and the extended use of scrap 
will set this date back considerably. Furthermore, 
other reserves of lower grade ore exist, but the 
tendency will undoubtedly be towards husbanding 
our resources of high-grade ores, a tendency already 
noticeable in the importation of foreign ores from 
Cuba and South America. 


With regard to the chief non-ferrous metals, the 
relative world position of the United States has 
shown a marked decline. Thus in 1916 the U. S. 
produced 63.3% of the world’s copper as against 
33.8% in 1941; in lead the decline was from 47% 
to 22%, and in zinc from 62% to 29%. The same 
holds true of iron ore, American production of which 
fell from 58% to 32% in the last prewar year. 


Copper with its alloys is one of the most impor- 
tant war-time raw materials, and its production has 
greatly increased, being estimated at 3,200,000 tons 
annually for the war years, as compared with 2,178,- 
000 tons a year for the period immediately preced- 
ing. As in the case of iron, the high-grade deposits 
of copper in the United States are being rapidly 
depleted, and while reserves of all grades are esti- 
mated at some 30,000,000 tons, the tendency is 
definitely towards strict conservation and imports. 
Thus the Foreign Economic Administration has re- 
cently announced the signing of contracts covering 
large imports from Canada and Rhodesia. The situ- 
ation contains a paradox for in spite of rapidly 
dwindling reserves, considerable concern is felt by 
copper producers with regard to the postwar situa- 
tion. An official of a large copper mining company 
recently stated: “If at the end of the war every 
copper mine were to be shut down tight, the supply 
of already mined copper would be sufficient to meet 
the world’s requirements for four years.” The ad- 
justment of the copper situation will present a major 
problem, both to Government and producers. The 
latter advocate the establishment by the Federal 
Government of a permanent stock pile of all copper 
owned, controlled or contracted for by the Govern- 
ment at the end of the war. This would prevent the 
throwing upon the market of large stocks, and 
would also provide a large military reserve It would, 
on the other hand, be tantamount to a subsidy. An- 
other opinion inclines towards the “laissez-faire” 
theory, for the ultimate benefit of the consumer. 
Between these two extreme lies the suggestion that 
a special international agency be set up to control 
world stocks, a plan which, however, involves factors 
of broad international policy. 


Lead and Zinc 


Lead production in the United States amounted 
to 420,000 tons in the last normal year out of a total 
world production of some 1,900,000 tons. Wartime 
production showed relatively small increase due to 
drastic changes in the use of the metal, and to 
Government purchases from foreign sources, upon 
which we will tend to rely more and more in the 
future. 

Demand for zinc, under stimulation of war re- 
quirements, was the heaviest on record, and its use 
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for civilian purposes has been largely restricted. 
Production for 1943 was 750,000 tons, an increase 
of 50% over the last prewar year. As in the case 
of the other metals discussed above, imports of zinc, 
which normally amount to 9% of domestic needs, 
are expected to continue on a rising scale. 


Aluminum and Magnesium 


One of the outstanding features of the entire 


/ raw materials picture, has been the enormous de- 


2 eR 


velopment of the aluminum and magnesium indus- 
try. So great has been this development that some 
difficulty may be found to insure continued use of 


' the great production capacity built up during the 
' war. Thus aluminum production increased from 
- 163,000 tons in 1939 to 900,000 in 1943 and mag- 
' nesium from 3,350 to 210,000 in the same period. 


While 55% of the bauxite necessary for aluminum 


' production in normal times had to be imported, 
domestic sources of magnesium are limitless. 


172A 


' of tin is somewhat different. 92% 


Minerals in which the United States is seriously 
deficient include many of the so-called strategic ma- 
terials. Thus, in 1938 100% of our requirements 
in tin, quartz crystals, industrial diamonds and 


' graphite had to be imported; 99% of nickel, chro- 


mite and asbestos; 97% of manganese ore; 94% of 
antimony and titanium ore; 84% of platinum and 
beryllium; 80% of mica; 60% of tungsten; 52% of 
vanadium and 35% of mercury and white arsenic. 

Domestic production of uneconomic deposits has 
gone a little way towards meeting the deficiency, 
but fortunately Canada and our Latin American 
neighbors have plentiful sources of supply. The case 
of American 
peacetime needs came from Malaya, the Dutch East 
Indies and Siam. Thanks to the foresight of the 
Federal Government and private industry, the larg- 
est stock pile of tin on record was created in 1940- 
1941, while additional supplies came from Bolivia. 


| However, due to the superior smelting qualities of 
' the East Indian product, it is expected that the 


trade will once more revert to its former channels 
at the end of the war. 

The possibility of the early exhaustion of the oil 
reserves of the United States is a favorite topic 
with our prophets of doom. Thus Mr. Harold Ickes 
early in 1944 placed the “life expectancy” of our 


' known petroleum reserves, based on our present 
' consumption, at only 14 years. Fortunately, how- 
/ ever, expert opinions differ radically; Mr. Franklyn 


Waltman of the Sun Oil Company, speaking before 
the Foreign Policy Association on April 15, 1944, 


_ showed that our 1943 discoveries alone came within 


18 million barrels of our unprecedented production 


| of 1.5 billion barrels, depletion thus being less than 


1/10th of 1%. 


Pessimists base their assumption on the ratio be- 
tween production and “proved reserves’, which in 
the United States amount to 20 billion barrels or 
39% of the world total, of which the Middle East 


/ accounts for 32% and Russia and Venezuela for 
| 11% each. “Proved reserves”, however, is a narrow 
_term meaning only that part of the oil discovered 


by actual drilling and recoverable by present meth- 


' ods and under present economic conditions. ‘“Re- 
serves” include all oil actually found and amount 
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to at least twice “proved reserves”, while “re- 
sources” include all the oil that may be recovered 
by any method, not only from proved areas but from 
other favorable regions, as well as the oil equivalent 
of all source materials for liquid fuels, such as 
natural gas, shale, coal, etc. 

A previous instance of misleading calculation is 
afforded by the Federal Oil, Conservation Board, 


‘which in 1926 estimated our reserves at 4.5 billion 


barrels. We have since then produced 8 billions! 
New fields in areas formerly thought unfavorable 
are being discovered and worked. Thus a major dis- 
covery was made in January 1944 in Mississippi, 
and all of the southeastern seaboard states are now 
considered “favorable” for the finding of oil, drill- 
ing extending as far north as Maryland. 

Alaska is another important region under United 
States control which gives striking indications of oil. 

Even should new fields fail to come up to expec- 
tations, a practically unlimited source of supply is 
afforded by our coal reserves which have been esti- 
mated as sufficient for the next 2500 years. Congress 
has recently appropriated $30,000,000 for research 
and development of hydrogenation of coal. 

Accordingly, there seems to be no foundation for 
oil shortage scares. On the contrary it is generally 
believed that immediate postwar demand upon our 
domestic resources will be appreciably lower due to 
the destruction of refineries in Europe, disturbed 
markets and increased supply from the Middle East. 
Indeed, the findings of the British and American 
petroleum technicians who met at Washington in 
April, 1944, are based on this assumption. 

The accompanying tables of imports for consump- 
tion of basic raw materials into the United States 
give some indication of the most important needs 
of the United States not met, or only partly met, by 
domestic production. In addition to the minerals 
already discussed, these include rubber, silk and 
Manila hemp, trade in all of which has been pro- 
foundly affected by the impact of war and by emer- 
gence of efficient substitutes or alternate production 
areas. Upon no industry did this impact fall with 
greater force than upon the rubber industry. The 
Japanese invasion of Malaya and of the East Indies, 
which normally produce (Please turn to page 448) 









One of the world’s marvels, largest open cut copper 
mine, owned by the Utah Copper Company 








Investment Audit of 
Westinghouse 
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Manufacturing 


BY H. F. TRAVIS 


“th he of the nation’s industrial giants, Westing- 
house Electric ranks second among some 1800 
producers of electrical machinery, equipment and 
appliances in the United States. Such an important 
place in America’s industrial structure was won by 
58 years of skillfully managed progress through 
many economic cycles and three major wars. The 
company’s business at first was confined mainly to 
the manufacture of generators and equipment for 
public utilities, almost at the birth of this magical 
era of electrical development. Then followed, in terms 
of decades, a succession of new demands for similar 
and newly designed products from street railways 
and industrial users of electricity. (By 1929, over 
50% of industrial machinery throughout the country 
had been electrified.) Lastly, and of great impor- 
tance, sprang up the ever expanding market for 
electrical appliances in the home, the office, and in 
the field of science. Westinghouse took advantage 
of all these opportunities to create and supply the 
growing demands from greatly diversified outlets. 
After Pearl Harbor its huge facilities were concen- 
trated to help win the War. 

The original business founded by George West- 
inghouse in 1886 from the proceeds of his other 
venture, the Airbrake Company, was known as 
the Westinghouse Electric Co. In 1889, the name 
was changed to the present title. In the course of 
time, the company acquired the Walker Co. of Cleve- 
land, the Bryant Electric Co., the Perkins Electric 
Switch Co., and in 1932, the Spencer Elevator Co. 
In 1937 it added the A. B. See Elevator Co. of Jer- 
sey City. All in all, including plants or warehouses 
built or acquired, the company owns property in 17 
States. Among these are half a dozen radio stations, 
of which KDKA in Pittsburgh was the first in the 
country to do public broadcasting. Others are KYW 
in Philadelphia, WBZ in Boston, WOWO in Fort 
Wayne, Ind., WABZ in Springfield, Mass., and 
WBOS, a short wave station in Boston and byroad- 
casting across the Atlantic. During the war, West- 
inghouse has operated three Naval Ordnance plants 
on a fee basis for the Government. 

The normal output of the company includes so 
many items that it would be impractical to mention 
more than a few. The list includes not only thou- 
sands in all branches of the electrical field but ex- 
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Huge aircooled radio broadcasting tubes 


tends also into other spheres. Westinghouse is a’ 
major producer of steam and gas turbines, Diesel 
engines, mechanical stokers, gears and plastics. The 
electrical equipment includes electric locomotives, 
generators, transformers, converters, motors, along 
with all the smaller equipment to service them. Of 
equal importance are meters, elevators, escalators, 
radio transmission and receiving equipment, weld- | 
ing apparatus, lamps, switches, relays, and special | 
machines for X-Ray and surgery. Items for house- | 
hold use cover every category from refrigerators, air | 
conditioning units, ranges, toasters, fans and heat- 
ers, down to the smallest motors used in electric 
razors. The list could be continued almost in- 
definitely. 

The numerous plants of the company are strate- | 
gically located in a dozen or more cities to meet 
problems of supply of raw materials, labor, trans-. 
portation and shipping. In East Pittsburgh are made | 
the heavy generators, converters and gears. Trans- | 
formers originate in Sharon, Pa. Steam turbines are 
manufactured in South Philadelphia. From Mans- | 
field, Ohio, come ranges and household appliances. 
The Baltimore plant makes radio equipment; the 
Bridgeport, Conn. works produce wiring devices and 
mouldings. In Springfield, Mass. production is cen- 
tered on fans, refrigerators and compressors, while | 
the Bloomfield and Trenton, N. J. plants make lamps. 
Other plants are located in Newark, N. J., Cleve- | 
land, San Francisco and Fairmont. 


Westinghouse, by still further expanding its fa- 
cilities in war years, has established an amazing 
record of production, more than tripling prewar 
figures to reach a total in 1944 of over a billion 
dollars, or almost $3 millions per day. The problem 
of sales effort hardly existed because practically all | 
items produced were ordered for the Armed Forces | 
or to support the broader program of war. The setup | 
to facilitate distribution in ordinary times, however, 
has always been carefully maintained. The West- 
inghouse Electric Supply Co. functions in the United 
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States for this purpose, owning 78 warehouses and 
wholesale concerns in different parts of the country. 
About 15,000 dealers handle Westinghouse products. 
Westinghouse Electric International Co. looks after 
foreign business, through a number of subsidiary 
companies located in many countries, acting not 
only as selling agency but lately also planned to 
serve as buyer of raw materials for the parent 
company. Total Westinghouse investments in these 
foreign companies amount to about $7 millions, 
returning as much as $2 millions in profits in prewar 
years. Losses have naturally occurred where these 
branches have been located in Japan and Germany, 
but most of them are in Allied, neutral or South 
American countries. 








Recent market price of common: 123 

Market value of common: 

3,126,581 shares at 123 = $384,569,463 

Net tangible assets: $314,035,095 

Net tangible assets applicable to common: $290,026,395 
Net current assets: $186,464,533 

Average earnings (ten years) on common stock price: 4.3% 
Maximum earnings on common stock price: 6.1% 


Minimum earnings on common stock price:* 2.7% 
*In 1934 there was a deficit of 0.04 per share. 




















The striking dividend record of Westinghouse for 


a 
‘almost half a century is the clearest indication of 
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its successful progress. Except for an interval of 
really tough sledding from 1908 to 1911, and the 
depression years of 1933 and 1934, the company 
has paid cash dividends in every year since 1900. 
Even in 1933, a dividend consisting of 14 share of 
Radio Corporation of America stock was distributed 


_in lieu of cash. Total cash dividends on a progres- 


sively increased capitalization have in 44 years 
amounted to just about $100 per common share. On 


000, equivalent to about $20 per share on the present 
outstanding common. Past dividends have been gen- 
erous and earnings on the whole fairly good; long 
—_ stability has been a predominant feature of 
both. 


In the course of building up working capital for 
a growing business, the company sold for cash com- 
mon stock at various times as follows: 20% in 1923, 
20% in 1924, 1214% in 1929, and 20% in 1941. A 


| stock dividend of 10% was declared in 1924. In 1941, 


$20 millions of 214% debentures were sold for ex- 
pansion of manufacturing facilities and to provide 
working capital. By the end of 1943 the latter 
amounted to $186 millions. 

The present capital structure consists of 79,974 
shares of outstanding cumulative, non-callable and 
participating preferred, and 3,126,581 shares of 
common. Both issues have $50 par value. The pre- 
ferred carries dividends of $3.50 plus a pro rata 


' share of any dividends declared on the common in 
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excess of this amount in any one year. Present rate 
of payment is $4. Stockholders have been asked to 
vote in April, 1945 on a proposal to split both com- 
mon and preferred on a 4 to 1 basis. 

The company has been fortunate in having three 
main markets for its products in prewar years, as 
well as enjoying a favored position in at least two. 


| Only about a dozen companies have the skill and 


resources to meet the needs of the Utility field, and 
less than 25 coneerns are able in a large way to 


JANUARY 20, 1945 


cover the exacting requirements of large industrial 
concerns. These important users of heavy equip- 
ment are wise enough to permit a special profit to 
sellers of proven reputation for dependability. Cycli- 
cal influences, however, greatly affect the demands 
from these sources. But in periods of slack demand 
for capital goods, the ability of Westinghouse to 
produce and promote many household appliances 
serves as a cushion stabilizing sales and earnings. 
Even in a year like 1940, the diversification of sales 
is interesting. A volume ranging from $18 millions 
to $30 millions developed in each of the following 
classes of goods: Motors, General and Transporta- 
tion Equipment, Switches, Turbines, Refrigerators 
and Lamps. 

When war broke out, the company was fortunate 
in experiencing an immediate and urgent demand 
for many of its regular products for military pur- 
poses, and from other manufacturers supplying the 
needs of the Armed Forces. Turbines for ships, mo- 
tors of every size, gears and all kinds of electrical 
equipment, came off production lines in great volume 
to meet the immense demands then developing vir- 
tually overnight. In many cases, the change was 
merely one of customers rather than of products, 
although the challenge of intensified production and 
the development of many brand new military items 
had to be met. Civilian markets were abruptly 
forced to a distant background, in deference to the 
immediate needs of war. 

A study of the accompanying tables will assist in 
appraising the financial progress of Westinghouse 
under the impact of war, with implications bearing 
on future possibilities. During 1942 and 1943 plant 
and equipment increased by about $20 millions, but 
after depreciation the net gain was only $2,700,000. 
This was due to permission from the Government 
to amortize additions made for war purposes within 
five years compared with usual rates ranging from 
214%, 5% or more according to the kind of property 
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involved. The expansion program has now been prac- 
tically completed. On Dec. 31, 1943 net property 
account was about $85,900,000, depreciation reserves 
having absorbed 51% of gross value. Net fixed assets 
pe share of common are $27. There is no mortgage 
ebt. 

Net current assets at the end of 1948, after de- 

duction of $49 millions of advanced billings on con- 
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Comparative Balance Sheet Items 
($ millions) 
Dec. 31 Dec. 31 
ASSETS 1941 1943 Change 
DT a, cute seis wha shies eau eee ss 39.924 72.705 +32.781 
Marketable securities.................+. 20.969 41.292 +20.323 
BORIVENOS, BOP. 6.2 ccc ccc cccsvccees 61.572 99.060 -+37.4€8 
Inventories, NET...........secceesecces: 123.029 170.176 -+47.147 
Other 0 SER ae ea 9.764 8.887 — 0.877 
+ aeeees & a Sh bills 
0 SAREE Ree 21.335 49.497 +28.162 
TOTAL ¢ CURRENT ASSETS.............. 238.923 342.623 418.700 
See 158.706 178. 74 +19.646 
Less GOprectation......ccccccccccsccess 75.486 92.54 +16.968 
Net ony +5 SESE Pe ne 83.220 > as + 2.678 
Pe LaEh ehincwae haranes<as 29.471 673 +12.202 
TOTAL. ASSETS EREDAR Aid RE SA CERO 346.614 470.194 4423'se0 
LIABILITIES 
NE Ss 5 ob yeu Shee bbb wee Ses —— 30.000 +30.000 
Acets. payable & 
IB ras 55a os bo Acc ass bk eebaiss eaee. 12.191 22.453 +10.262 
IE ID og 50 6:0.6:5.0.0'5:0%.0. 0s bee's 57.422 99.571 42.149 
Other current liabilities................ 1.366 4.133 2.767 
TOTAL CURRENT LIABILITIES signee gets 70.979 156.157 +85.178 
Deferred liabilities..................6. 0.535 0.607 + 0.272 
21.55 's cols 5 aihbiphs mia o's — — 
es Serer 20.000 20 .000 aa 
RAO rns ee 16.258 38.180 +21.922 
—- SE ee er eee ee 160.328 160.328 — 
Deere riteas cbs cecenoues be So sae 78.514 94.722 +16.208 
To AL ii) ee te 346.614 470.194 +123.580 
WORKING CAPITAL................... 162.944 186.466 +-23.522 
END 5650965 46h eeswesne seen 3.3 2.2 — 1.1 




















tracts, equal $60 a share on the common. The work- 
ing capital of $186 millions seems fully adequate 
to carry present expanded business volume. Cash 
and securities comprise 33% of total assets. Greatly 
increased tax reserves mainly account for a drop in 
the current ratio from 3.3 in 1941 to 2.2. Book value 
of the common stock is $88 per share compared 
with $76.77 two years before. 


The impact of excess profit taxes is reflected by 
a jump in tax liabilities to $82 millions from $47 
millions in 1941. Westinghouse has arranged a V-loan 
of $200 millions on which it borrowed $30,000,000 
in 1943 to finance the huge inventory. Though the 
latter amount is carried in current liabilities, these 
are still less than half of current assets, reflecting 
the inherent soundness of the company’s financial 
position. 

Net sales for 1943, amounting to $709 millions, 
almost doubled those of 1941. Net profits after re- 
negotiation amounted to $21,400,000, or $6.67 per 
common share, compared with $7.21 earned in 1941. 
Taxes thus absorbed the bulk of gain in pre-tax 
earnings on the increased series volume. The picture 
presents a clear-cut pattern of war-time experience 
of most of our large corporations. Nevertheless, the 
operating margin fell off only 4% in 1948. This was 
largely due to increased production efficiency with 
consequent lowering of the wage ratio by 4% in 
spite of rising wage levels and the handicap of train- 
ing 96,000 new workers. 


While full results for 1944 are not yet available, 
billings for the first ten months were $687 millions. 
Total production for the year, as previously stated, 
crossed the billion dollar mark, but including Naval 
Ordnance business not usually added to Westing- 
house sales volume. For the first nine months of 
1944, net profits were $5.21 per share of common 
as against $4.52 earned in the same period of 1943, 
and after possible renegotiation settlements for 
1944. Unfilled orders showed a decline of $240 mil- 
lions, reflecting cutbacks ordered last fall. More re- 
cent views in Washington as to war needs indicate 
a reversal of cutback policies. All indications cer- 
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tainly point to continued heavy volume of war busi- 
ness for all important producers of war materials 
during most of 1945. Since Westinghouse rates as 
one of the principal sources of widely diversified 


supplies for the Government, its outstanding posi- | 
tion within the framework of our war effort un- | 


doubtedly will be maintained during the coming year. 


Westinghouse, in common with most other com- | 
panies, has made careful studies of its post-war | 
problems, with a leading executive specially assigned | 


to explore post-war possibilities. Reconversion will 
be a task of some magnitude. An enormous volume 
of contract settlements will have to be handled. 
Huge stocks of materials of no value to normal pro- 
duction will have to be disposed of. The company 
figures that to effect these changes and to obtain 
new supplies would require about four months time, 
with peace-time production started within six 
months and full capacity achieved in eight or nine 
months. Such estimates clearly spell considerable 
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reconversion expenses and protracted interruption | 


of working schedules. In some divisions, however, 


where war-time output does not differ greatly from © 


normal production, reconversion will be shorter, 
simpler and less costly. 


The stimulus of war to scientific research has | 


produced many new inventions and improvements. | 


Many of these designed for military uses, and es- 
pecially in the field of electricity, will benefit industry 
and the general public alike. During the period of 


reconversion with its inevitable production lag and | 


SRE 


increased public clamor for long-denied goods, the | 


country may witness activity in sales promotion on 
a scale never previously equalled. Rumblings of it 
are already heard, both on the radio and in adver- 
tisements. Westinghouse is publicizing a new steam 


turbine about the size of a household refrigerator, | 


and its successful application to a locomotive. The 
power developed will haul a long train at high speed 
and at low cost, and may revolutionize transporta- 
tion methods. Radar can locate swallowed safety 
pins for the surgeon as easily as enemy ships for 
the Navy. High-temperature alloys are in production 
to warrant the use of jet propulsion airplanes. New 
spectrometers analyze gases at amazing speed. Wes- 
tinghouse freezing units for the home will appear 
on the market, and the company will find a large de- 
ferred demand for home radio and television sets. 
As a result of a survey (Please turn to page 434) 











| 
Pertinent Statistical Data | 
. 1939 1940 1941 1942 1943 
Sales ($ mills).......... 175,071 239,431 369,094 487,274 709,342 
se maga ($ mills)... 5,334 5,952 7,114 9,566 12,932 
or 

J 3 Lene 13,574 18,705 22,837 17,086 22,055. 
Operating margin ...... 9:7% 13.5% 18.7% 14.8% 14.6% 
Net profit margin ...... 7.9% 7.9% 6.2% 3.5% 3.1% 
% earned on invested 

RUE sec ars gicis sio-pcolsie's 7.2% 9.7% 8.9% 6.6% 8.1% 
Earned on common, 

OS SS eae $5.18 $7.10 $7.21 $5.42 $6.67 
Earned on common, 

% of market price... 4.2% 5.7% 5.9% 4.4% 5.6% 
Dividend rate .......... $3.50 $4.75 $8. 00 8 8©©$4.00 $4.00 
Dividend yield ......... 2.6% 3.8% 4.0% 3.2% 3.2% 
Current Asset value, 

a Sea $45.73 $53.17 $74.83 $98.46 $109.60 
Book Value, per share.. 73.88 75.45 76.77 £0.95 €8.04 
Net current asset 

value, per share...... 39.44 40,62 52.12 52.83 59.65 
Cash assets value, 

PT METO: ces e 0's 's:a) ts 15.35 12.30 12.77 20.18 23.29 
Current Ratio .......... 7.28 4.24 2.89 2.16 2.19 
*After allowing for $3.50 pfd. div. “The balance ans is subject to 

participating feature of pfd. stock. 























THE MAGAZINE OF WALL STREET | 





N \ 

vil 
year 
if the 
aviat 
total 
than 
will k 

Th 
bring 
what 
age — 
those 
refini 
price 
— is 

Lo 
tions 
phys: 
tion 
term 
clinir 
seem 
price 
chem 
porta 

Bu 
or ul 
fining 
narrc 
profit 
sever 
bring 
greg: 
vious 
suge 
more 
many 
antee 
peace 
adeqt 


JAN. 





i- J 
Is 7 


1S 
dd 


i- | 











TERME 





Three Oil Companies 
Offering Broad Potentials 
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r volume and profits it was a boom year for the 
4 vil industry in 1944 and results in the present 
year will be equally good — perhaps even better — 
if the war continues. Assuming capacity demand for 
aviation gasoline, which carries good profit margins, 
total earnings therefrom will necessarily be higher 
than last year since average 1945 refinery capacity 
will be substantially larger than in 1944. 

The end of the war in Europe will necessarily 
bring a moderate decline in dollar gross and a some- 
what larger — though still not immoderate shrink- 
age—in earnings of most companies, especially 
those which are chiefly or largely refiners. Gross 
refining margin — which is the spread between the 
price of crude oil and the price of refined products 
—is the widest since far back in the 1920’s. 

Looking ahead to peace, the favorable considera- 
tions are: (1) the oil industry has no important 
physical reconversion problem; (2) financial posi- 
tion is strong and adequately liquid; (3) the long- 
term consumption trend is upward; (4) with a de- 
clining rate of domestic discoveries, there would 
seem to be less risk than in the past of periodic 
price unsettlement due to excessive supply; and (5) 
chemical by-products will continue to grow in im- 
portance. 

But there are some unfavorable considerations — 
or uncertainties —as follows: (1) the present re- 
fining spread is abnormally good and will certainly 
narrow as Government demand, especially for high- 
profit aviation gasoline, relaxes; (2) it will take 
several years of active automobile production to 
bring total motor vehicles in use —and their ag- 
gregate gasoline consumption — back up to the pre- 
vious peak level; (8) while the long-term prospect 
suggests a supply-demand situation making for 
more stable and satisfactory profit margins than in 
many pre-war years, this does not necessarily guar- 
antee against price unsettlement within the early 
peace period because crude oil will certainly be in 
adequate supply at that time—even perhaps in 
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excess — and there will be an excess of refinery 
capacity, not all in the strongest hands; (4) most 
companies in the industry are now favored by a 
sheltered tax position, but this means that they have 
nowhere near such large “tax cushions” to mitigate 
the earnings effects of a transitional decline in 
volume as have war-active manufacturing companies. 

From the middle of 1943 until quite recently, 
while oil company profits were rising sharply, the 
market action of the great majority of oils was 
distinctly sub-average. Clearly investors and specu- 
lators were paying more heed to the considerations 
advanced in the preceding paragraph than to the 
favorable potentialities of the more distant future. 

Market performance of the oil group as a whole 
has been considerably stronger in recent weeks, even 
though quite a few individual issues are still under 
their 1943 highs. Nobody would call the oils “war 
stocks’ — but nevertheless wartime earnings, in 
most cases, have been much better than the pre-war 
average and also better than they are likely to be 
for a goodly time after wartime demand begins to 
taper off. In this sense there is necessarily some- 
thing of a “war flavor” in the oils. 

To the extent that victory in Europe is deferred, 
the projection of peak oil industry profits can be 
extended. Exactly the same reasoning applies, at 
least on this score, as the market has recently been 
applying in the case of rail stocks and to a lesser 
extent to coppers, aircrafts, steels, shipbuilding, etc. 
As the oil group has much superior investment 
status to these, oils seem to this writer to be among 
the safer choices for appreciation on the basis of 
“longer-war” psychology and the altered pattern of 
market selectivity which it apparently calls for. Se- 
lected oils are moderately priced on current earnings, 
in some instances reasonably priced on best pre-war 
share net, and many of them yield from 4 per cent 
to 5 per cent on well covered dividends 

From the general perspective heretofore sketched, 
the remainder of this article will be devoted to an- 
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alysis, comparative where pertinent, of three of the 
leading companies: namely, Atlantic Refining, Sun 
Oil and Texas Company. To cite some of the most 
obvious ‘differences, Texas is by far the largest of 
the three; it is the best balanced in its ratio of crude 
oil production to refinery runs; it has very impor- 
tant foreign interests; in owned or controlled mar- 
keting outlets it has much broader domestic and 
foreign sales coverage—though not the largest 
gross business — of any oil company; and its gross 
operating income and net profit have been “inflated” 
less as a result of the war than have those of the 
other two companies. Because of its relatively larger 


_ stake in crude oil production, and the benefit of de- 


pletion allowance thereon, it enjoys much the more 
sheltered tax position of the three. 


Among these companies Sun Oil is next largest; 
its growth in comparatively recent years, including 
the pre-war period, has been most notable; its rate 
of expansion in crude oil reserves and production 
appears the fastest; and its estimated crude oil re- 
serves per common share are the largest. Unique 
among oil companies, Sun has a large shipbuilding 
subsidiary whose output, especially tankers, has 
been chiefly responsible for swelling the company’s 


Comparative Statistics 
(Figures in Millions of $ except where otherwise indicated) 


Atlantic 
Refining 


Est. Crude Oil Reserves (million bbls 250 
Est. Crude Oil Reserves Per Share (bbis.).. 94 
Crude Oil Output, latest year million (bblis.) 17.7 
Daily Refinery Capacity (thousand bblis.)... 119 
Crude Output as rates of refinery needs.... 
Gross Operating Income, latest year 
Gross Operating Income, 1939 
Gross Operating Income, 1932 84.6 
Gross Operating Income, 1929 153.5 
Ratio of Op. Income to Gross, latest year. .15.5° 
Ratio of Op. Income to Gross, 1939 18.4% 
Ratio of Op. Income to Gross, 1932 
Ratio of O. Income to Gross, 1929 

s Inc. per common share, latest year.. 
Gross Inc. per common share, 1939 
Effective Tax Rate, latest year 
Effective Tax Rate, 1939 
Net Income, latest years 
Net Income, 1939 
Net Income, 1932 
Net Income, 1929 
Net per common share, est. 1944 
Net per common share, 1939 
Net per common share, 1932 . 
Net per common share, 1929 6.20 
Net per common share, Aug. 1936-1939.... 2.79 
1944 Dividend per common share 1.50 
Avge. 1936-1939 Dividend per common share 1.41 
Price Ratio to est. 1944 net per share.... 5.9 
Price Ratio to avge. 1936-1939 

net per 
Indicated current dividend yield 
Total Assets, latest balance sheet 
Total Assets, 1939 
Total Assets, 1932 
Total Assets, 1929 
Total Investment Capital, latest est 
Total Investment Capital, 1939 
Total Investment Capital, 1932 
Total Investment Capital, 1229 
Book Value per com. share, latest est 
Book Valve per com. share, 1939 
Book Value per com. share, 1932 
Book Value per com. share, 1929 
Net work. cap. latest balance sheet 
Net work. cap., 1939 
Current Ratio, latest balance sheet 
Curren? Ratio, 1939 
Capitalization, debt 
Capitalization, Pfd. stock (par valve) 
Capitalization, Common stock 
(No. shares, 000 omitted) 

Total Reserves (a), latest balance sheet... 
Total Reserves (a), 1939 
Total Surplus, latest balance sheet 
Total Surplus, 1939 


#—Plus 10% stock dividend 
*—Plus 6% in stock in 1936 and 8% in 1937 


(a)—Not including reserve for current taxes 
t—Without allowing for stock dividends 


N.R.—Not reported for these years 
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gross operating income during the war period much 
more greatly than that of the other two. 

Sun is “different” and very interesting in divi- 
dend policy. With the exception of 1943 when $1.50 
cash was paid, it has paid $1 a year cash on the 
common sine 1925, supplemented by stock dividends, 
to capitalize steady expansion of invested capital, 
in the great majority of years. Indeed, only in 4 
years out of the 20 during which the policy has 
been in effect, did shareholders fail to get a sizable 
stock dividend. These distributions in stock (10 per 
cent last year) have ranged between a low of 3 per 
cent and a high of 16 per cent. They have totalled 
109 per cent since, and including, 1925, averaging 
5.45 per cent a year for the whole period and ave- 
raging 6.81 per cent for the 16 years in which such 
payments were made. 

On a per share basis Atlantic Refining has much 
the smallest estimated reserves of crude oil of the 
three, as will be seen from the first statistics pre- 
sented in the accompanying table. Much less inten- 
sively advertised, its products are less well known 
to the public than such names as “Texaco” or 
“Sunoco” and its trade position is therefore less 
strong. This stock is now priced at only 5.9 times 
estimated 1944 earnings per share, compared with 
a ratio of 10 times for Sun and 10.5 for Texas. The 
discrepancy reflects an investment consensus that 
there is more “war” in Atlantic’s present excellent 
earnings than in the case of the other two stocks, 
and that it ranks below them in over-all quality. 
On the evidence, per share profits of Atlantic do 
properly rate the lowest market valuation — yet the 
validity of a price-earnings ratio more than 40 per 
cent lower than for the two larger companies is 
questionable. 

Atlantic’s earnings have varied considerably from 
year to year but so have those of Sun and Texas. 
In terms of present share capitalizations, for the 
pre-war peak in earnings we have to go back to 1929 
in all three cases. Expressed as percentage of 1929 
per share net, Atlantic’s figure for the deep depres- 
sion year 1932 was 23 per cent, against 40 per cent 
for Sun, while Texas had a deficit; and for the de- 
pression year 1938 the corresponding figures were 
22 per cent for Atlantic, 19 per cent for Sun and 
43 per cent for Texas. 

Forgetting 1929, highest pre-war, but post-depres- 
sion, profits were $3.51 a share for Atlantic, $3.51 
for Sun and $5.02 for Texas, all in 1937. Average 
1936-1939 figures were $2.79 a share for Atlantic, 
$2.73 for Sun and $3.58 for Texas. In relation to 
this average, the current price-earnings ratio is 
11.6 for Atlantic against 13.9 for Texas and 21.2 
for Sun. The latter figure is rather startling. Among 
investment-quality equities, apart from chemicals, 
one finds comparable high-premium valuations of 
pre-war average earnings only in the case of a very 
few of the most popular industrials. For example, 
equivalent ratios are 22 for Eastman Kodak, 19 for 
International Harvester, 18 for Procter & Gamble, 
25 for Johns-Manville, 19 for United States Gypsum, 
21 for United Fruit, 26 for General Electric. 

Why is this investment “rating” of past average 
earning power so much highest for Sun, so relatively 
low for Atlantic? Since the reasons are in combina- 
tion, probably no completely accurate answer can 
he given. But here are some figures that throw light 
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upon it and give Sun—at least on the evidence 
provided by the pre-war record — the aspects of a 
“growth” company: 

Comparing peak years of the last two pre-war 
cycles — 1937 versus 1929 — Sun’s gross operating 
income increased about 54 per cent, against a decline 
of approximately 16 per cent for Atlantic. Similar 
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comparison can not be made for Texas, as it did not 
release adequate information prior to 1933. In net 
income (not the same thing as net per share, since 
Sun’s capitalization has been progressively increased 
by stock dividends) Sun was about 18 per cent better 
off in 1937 than in 1929, Atlantic was down by about 
46 per cent and Texas was ahead by 13 per cent. 
In total invested capital, Sun expanded 60 per cent 
from 1929 to 1937, Atlantic only about 4 per cent, 
Texas not at all. 

Dividend policy has something to do with it. Even 
if other things were equal — which they are not in 
this case — investors would pay the highest price- 
earnings ratio for the stock with the most liberal 
dividend, the lowest for the stock with the most 
conservative dividend. Atlantic distributed only 50 
per cent of 1936-1939 earnings and is paying to 
shareholders less than 28 per cent of present earn- 
ings. Texas distributed over 56 per cent of 1936- 
1939 earnings, and is paying out about 53 per cent of 
present earnings. 

While Sun’s cash dividend has been much smaller 
than that of either of the other two companies, evi- 
dently its stock dividend policy has strong invest- 
ment appeal. Each of these companies can make a 
good case for “ploughing back” a large percentage 
of profits, but as against plough-backs which may or 
may not pay off in higher dividends at some vague 
future time and plough-backs which are capitalized 
by stock dividends — which have a tangible, measur- 
able value, whether or not the shareholder disposes 
of the additional stock — investors much prefer the 
latter. They are correct. A bird in hand is worth 
two in the bush. In all too many instances, uncapi- 
talized ploughing-back of surplus profits over the 
years never adequately rewards the stockholders 
in dividends. 

Refining companies which have to buy a major 
portion of their crude oil supplies have, over the 
past couple of years, been pressing the expansion of 
owned crude production and proven reserves more 


JANUARY 20, 1945 





intensively than ever before. This is not because 
their need for a better balanced integration was less 
in the past than now but because the provisions of 
the wartime Federal Revenue Act operate to grant 
an important “subsidy”, so to speak, for oil drilling, 
as v-ell as for any other type of corporate capital 
expansion which can qualify on the basis of essen- 
tiality. The higher the present effective tax rate, the 
greater is the financial inducement for development 
of crude oil resources. Because of depletion allow- 
ance, effective rate is lowest for crude oil producers, 
highest for refiners who have the least crude pro- 
duction. 

As a result, oil companies which before the war 
had crude production ranging from zero up to less 
than half of refining runs are now developing crude 
supply as rapidly as possible. This is, in the writer’s 
view, the most significant transformation going on 
in the oil industry. The clear implication is that com- 
panies which can now develop crude resources on the 
lowest net cost basis — of which Sun and Standard 
Oil of Ohio are two outstanding examples — will 
emerge from the war with much greater betterment 
in basic position (and in investment status of their 
equities) than can crude oil producers or the most 
fully integrated units such as Texas, Standard Oil 
of New Jersey, Standard of California, Continental 
or Phillips. 

Figuring roughly from annual reports — taking 
the sum of net reported to stockholders and Federal 
taxes as equalling pre-tax earnings — Sun’s effective 
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tax rate in 1939 was 20 per cent, Atlantic’s 22 per 
cent and that of Texas 7.5 per cent. For 1943 this 
figure was 57 per cent for Sun, 36 per cent for At- 
lantic and 28 per cent for Texas. In the single year 
1943 Sun increased its crude oil production by 40 
per cent to a new peak equalling about 43 per cent 
refinery runs. The report for 1944, not to be pub- 
lished for some weeks, will show a further large gain. 

It has been officially stated that for the first 
seven months of 1944 Sun boosted crude output 47 
per cent over 1943 and that increase in proven re- 
serves was over twice the withdrawal rate. It is 
probable that total 1944 output was well over half 
of refinery needs. For this company and others.. of 
course, a goodly part of increased crude productiun 
reflects change in prora- (Please turn to page 444) 
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Cartoon, Courtesy of Statler Hotels 


Hotel Supply Firms 


Face Active Postwar Demand 
BY FRANK R. WALTERS 


eet if you will at the mounting problems of 
distracted hotel keepers under pressure of war 
demands upon their services, but it is no joke from 
their point of view, and the situation promises to 
get worse rather than better. The competition among 
hotels to provide their guests with the last word in 
physical comfort has ina measure thoroughly 
spoiled the traveling public, and the average Ameri- 
can is as sophisticated in his wants as he is adept 
in expostulation. 

The fact that increasing scarcity of room accomo- 
dations is entirely due to the war makes it certain, 
of course, that travelers understand the situation 
and will get along as best they can. The hotel mana- 
ger, however, is facing problems of practical opera- 
tion far more serious than those of mere room space, 
in that no shrug of the shoulders can suffice to brush 
aside a lack of working equipment. When it comes 
to necessities of this kind, the burden falls upon 
his staff and on himself. 

As matters now stand, with wear and tear at peak 
levels in the hotel business, it is becoming more and 
more difficult to purchase either additional equip- 
ment for oversfrained facilities, or the more im- 
portant items required for replacement. The kitchen 
of a modern hotel is a factory in itself, using every 
conceivable kind of up-to-date labor saving machine 
and convenience for the mass production of food. 
Cost accounting and production schedules are as 
essential to a hotel as to a factory. Of equal im- 
portance is the huge amount of equipment items 
for the entire hostelry. Pots and pans, table ware, 
linen and blankets, towels, mattresses, carpets and 
curtains, make up only a part of a very long list. 

Even under normal conditions, the replacement of 
equipment for the hotels in the United States, not 
to mention similar non-technical items for our hos- 
pitals, supports a not unimportant section of the 
nation’s industrial structure. High standards of 
maintenance, coupled with an unusual rate of depre- 
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ciation from the hands and feet of a transient and 
careless clientele, greatly accelerate replacement 
needs. Add to this, almost unbelievable losses of 
items “appropriated” by hotel guests which keep 
the purchasing agent very busy. In a large hotel, 
many guests pack shoes and toilet articles in hand 
towels, while souvenir hunters walk off with thous- 
ands of pieces of cutlery every month. Before the 
war, an important hospital was obliged to discon- 
tinue furnishing ash trays to its patients. The cour- 
tesy proved too expensive. 

The requirements of war, while keeping the man- 
ufacturers of hotel supplies busy with Government 
orders, are making matters more and more difficult 
for the hotels, and incidentally housewives as well, 
who depend upon these sources for their much 
needed goods. In coming months the predicament 
will become more pronounced. Factory facilities have 
been changed to supply blankets and uniforms for 
the troops rather than carpets for civilians. Makers 
of silverware now concentrate on items of military 
character, and the same thing is true 6f manufac- 
turers of pots and pans. This increasing shortage 
of supplies is keeping hotel managers awake at 
night. 

A brighter side of the picture, of course, is pre- 
sented by the enormous deferred demand which will 
stimulate post-war business as soon as conditions 
permit. The period of readjustment required by the 
makers of these articles should not constitute a 
serious problem, and waiting for them will be an 
impatient line of customers with pocket books well 
fattened after several years of unparalleled pros- 
perity. Post-war business in the field of Hotel Sup- 
plies, therefore, should enjoy exceptional activity. 
Brief studies of a few important companies in this 
field are presented herewith, supplemented by a 
table of statistical data. 

Artloom Corporation has had twenty years expe- 
rience in the manufacture of velvet and Wilton 
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carpets and rugs, with modern plant facilities con- 
centrated in Philadelphia, Pa. At present, many of 
' its looms have been converted to meet pressing 
» Government needs for duck and blankets, so that 
less than 10% of the company’s 1944 production 
was available for civilian customers. While Artloom 
was very prosperous in the late 1920s, the following 
' decade brought quite meager profits, on the average, 
' for stockholders. No dividends on the common were 
/ paid from 1930 to 1940, and the company even ran 
».a little in the red from 1936 to 1939. During the 
' last four years, war orders have sharply raised the 
_ volume of sales, with resultant net profits to permit 
» a present dividend rate of $0.40 per share of common. 
During the summer of 1944, the company in- 
creased its common stock capitalization from 200.000 
- to 300,000 shares, and from the proceeds retired an 
issue of preferred stock. The working capital of the 

- company has always been conservatively maintained 
_.and now amounts to about $1,600,000. It is planned 
to raise this figure somewhat, after the war ends, 
by means of a proposed loan from an insurance com- 
pany of some $1,500,000. Of these funds, $1 million 
would be used to add facilities for the manufacture 
of Axminster rugs and carpets, just as soon as 

_ it becomes possible to buy new machinery. It is felt 
' that such a program would greatly strengthen the 
E company’s sales potentials without much increase 





While dividends on the common averaged only 
$0.25 from 1936 to 1939, they have since then worked 
up to the current rate of $0.75 per share, which in 
1943 was earned by a margin of over $1. The price- 
earnings ratio is only 10 at recent price level of 
1734, which appears fairly conservative for a busi- 
ness of this kind. The common has a junior position 
to 51,200 shares of outstanding 514% preferred 
stock on which dividends have been paid for the last 
five years, leaving rather variable balances for the 
common. The current price for the common compares 
with a book value of $29 millions and a well-en- 
trenched trade position, the stock should have ap- 
preciation possibilities, although at present it is in 
the speculative class, due to absence of demonstrated 
earnings stability. 


Bigelow Sanford 


Bigelow Sanford Carpet Co., with plants at Am- 
sterdam, N. Y., and Thompsonville, Conn., is the 
largest of its kind in the United States. Its corporate 
history is also one of the oldest in the country. Under 
war conditions, about 75% of its production goes to 
the Government, mostly in the form of duck and 
blankets. Difficulties of importing necessary woolen 
materials and jute, which our domestic markets can- 
not supply, combined with the diversion of loom 








; | in selling costs, as sales offices already are main- capacity to take care of Government business, is 
t tained in half a dozen important cities. building up a very substantial backlog of post-war 
f While the erratic earnings record suggests noth- business. The period needed for reconversion will 
, | ing more than a speculative quality for the common require a good many months before normal produc- 
| stock, the relatively stable war earnings may be_ tion can be established, but competitors will expe- 
i improved during early post-war years, when many rience the same handicap, and civilian demands will 
_ | Government restrictions will have been raised and meanwhile continue to pile up. 
, | ample supplies of yarn and fibres are available. Al- The long term financial record of Bigelow-San- 
" | though recent price for the common around $10 _ ford, although producing average earnings in fairly 
_ | compares well with book value of $14.48, the price good amount, has been variable in line with eco- 
ratio to earnings is 17.6%, which seems quite high nomic factors prevailing at certain intervals. Three 
: and seemingly reflects optimistic postwar expecta- of its best years were from 1939 to 1941 with over 
t tions. $6 a share earned on the common in each year. This 
t | Barker Bros. Corporation is one of the leading compares with a deficit in 1938 and earnings on the 
| distributors of hotel and household supplies on the common of $2.48 in 1943. $2 per share is being paid 
: Pacific Coast. In addition to a large store in Los on the common at present, and earnings from steady 
t Angeles, the company operates seven or more Government business, while restricted, should war- 
. | branches in other Californian cities. The great influx rant confidence on the part of share holders. While 
: "of population to the West Coast as a result of war the stock is not cheap at around $49 and a price- 
; | activities has brought a large volume of business. earnings ratio of nearly 20, it is the best of its kind 
. | For the past three years, both sales and net profits among the companies in the hotel supply field. The 
_ | after taxes have shown consistent and satisfactory book value is $72.99 after allowing reserves for de- 
. | increases. A sizable deferred demand for the prod- preciation of fixed assets. Working capital of $18 
, | ucts handled by Barker Bros. in normal times, but millions is ample for the needs of the business. 
cut off during war time, should benefit the company International Silver Co. ranks as the principal 
when peace comes. Sales for 9 months of 1944 were producer of silverware, both sterling and plated, in 
, | over $11 millions with net profits after taxes equal the country. With the outbreak of war in 1941, most 
_ to about $2 per share of common stock. of the manufacturing (Please turn to page 446) 
5 
_ ia aemioate 
Pertinent Statistical Data 
- Capitalization ——— cee. fer tae Vales Price Price 
> No. of Shares Total Working Avge. Avge. Cur- Per Range Recent Earnings 
a Pfd. Common Assets Cap. 1936-9 1943 1936-9 rent Share 1944-5 Price Ratio 
1 — —_—— 200,000 $4,053,317 $1,577,045 def. 0.16 0.58 — 0.40 $14.48 13%- 814, 10% 17.6 
- 45,124 178,200 10,053,884 4,989,791 1.26 1.76 0.25 0.75 29.05 18-12 17% ~=—«10.0 
° Bigelow-Sanford 26,403 313,609 29,020,405 17,989,122 2.33 2.48 1.88 2.00 72.99 5114-374. 49 19.7 
1 H Int'l Silver 50,000 91,198 19,575,860 10,560,167 2.93 7.35 4.00 129.64 103-56%, 101 13.7 
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Vegetable Oil Processing Industry 


























BY PHILIP DOBBS 


lagen vegetable oil companies comprise a special 
segment of the food industry, closely affiliated 
with the soap manufacturers (which use vegetable 
oils) and the paint industry (which uses drying oils). 
This explains why Proctor & Gamble, one of the 
biggest soap companies, sells Crisco, the well known 
cotton-seed oil product used as a lard substitute in 
frying and for shortening. This along with other 
similar products makes up about 25% of the com- 
pany’s total sales, but it is nevertheless classed as 
a soap maker. 

Among typical vegetable oil processors, Archer- 
Daniels-Midland and Spencer Kellogg & Sons also 
have diversified lines. Archer is the leading producer 
of linseed oil, is a big processor of soy beans (use of 
which has grown rapidly in recent years) and also 
makes other vegetable oils. But along with this it 
has important flour-mill interests (selling many by- 
products such as stock feeds), runs a pharmaceu- 
tical division, owns flaxseed processing plants and 
imports tung oil and similar oils. 

Spencer Kellogg has a diversified business in oils 
of various kinds, so that its products are used not 
only in the food industry, but also by makers of 
paint, linoleum, printing ink, soap, chemicals and 
other products. There are only two important pro- 
ducers which confine their activities principally to 
cotton-seed oil products — Wesson Oil and Snow- 
drift, and Chickasha Cotton Oil. The former does 
about one-fifth of the country’s cotton-seed oil busi- 
ness and the latter a smaller percentage. The small 
proportion of the total business in cotton-seed oil 
handled by these two companies is explained by the 
fact that Proctor & Gamble, along with some of 
the big packing companies and others, are also big 
producers. Courtesy Archer-Daniels-Midland 





In former years changes in inventory values played 
an important role in the profits and stock market | 


prices of the vegetable oil companies. Thus Wesson | 
Oil dropped from the 55 level in 1929 (adjusted for © 


the two-for-one split-up) to 7 in 1933, and on re- | 
covery in inventory values and earnings, regained 
5514 in 1935 and again in 1937, though it has not | 
been able to attain that level since. Current condi- 
tions would again provide an excellent opportunity 
for inventory mark-ups were it not for OPA price 
ceilings. 

The normally wide fluctuations in cotton-seed oi! 
prices are due mainly to the seasonal factor. Sup- 
plies of cotton-seed are obtained when the cotton 
is ginned, for year-round use, and production costs 
vary rather sharply. Cotton-seed oil prices advanced 
from a 1914 average of 5.7c to a 1919 figure of 18.6c. 
In 1940, the price was down again to 5.3c and two 
years later, due to the second World War, it had 
jumped to 12.7c. But it has now been stabilized at 
slightly above that level by OPA regulations. 

Of the various animal and vegetable oils, some | 
4,600,000 tons were used in 1942. Of these about 
1,900,000 went into soaps, 2,200,000 into edible | 
products and 500,000 into paints and varnishes. Cot- | 


ton-seed oil was the leader in edible products with | 


over 1,200,000 tons, soy bean oil ranked second with 
530,000, and the balance consisted of relatively small 
amounts of peanut oil, cocoanut oil, palm oil, edible 
tallow and a number of other miscellaneous items. | 
While the oils used in paint and soap are mostly im- | 
ported from South America and the Far East, they 
principal edible oils are largely produced in this | 
country. However, the scarcity of certain foreign 
oils has to some extent led to competitive use of | 
domestic vegetable oils as substitutes for imported | 
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- 1927, though both earnings and 
Balance Sheet Items dividend payments have been quite 
(Mill. of Dollars) irregular. Not only have the figures 
ARCHER- SPENCER- themselves been erratic, but the 
WESSON OIL CHICKASKA DANIELS KELLOGG proportion of earnings paid out has 
8-31-44 8-31-43 6-30-44 6-30-43 6-30-44 6-30-43 9-2-44 £-31-43 sot Hep ‘derablv. H th 
Total Assets .............. $53.8 $57.0 $9.2 $9.2 S613 $54.4 $35.5 $33.2 divid pe oe a owever, tne 
feventories .....cccccccce 2d WF 8 O88 Ce O43 ey en eee eee re 
Receivables ..............-. a: a a g3 443) 33 tive enough to permit a gain in 
Current Assets ............ 5 : : . 3 ; ; Sits <r 
Current Liabilities Sipbk os 1s 139 9 80 217112 0.0 a boa oo ms . share -% 
Net eRe : : : 4 3 i : 2 SE 
Seve Galle ee CEmeKetae 3.1-1 2.7-1 5.7-1 6.0-1 1.9-1 1.8-1 2.1-1  2.2-1 o $ as 0 ugust 3 ? 
ao ee 31:83' $3672 $32.87 $33-98 $6418" $57-41 $36.51. $36.00 — 
NN otc cae cs couens $31. ed le 5 ‘ s Capitalization is conservative, 








oils. Cotton-seed oil, the most important item, is 
largely produced in this country and imports have 
been sharply reduced in the past two decades. 
Under normal conditions cotton-seed oil competes 
with lard, and in slight degree with butter and oleo- 
margarine. While cotton-seed oil supplies vary with 


' the size of the cotton crop, lard depends on the 


number of hogs slaughtered and cannot be stored 
indefinitely. Thus, cotton-seed oil and the profits of 
Wesson Oil and other producers) have in the past 
been subject to the vicissitudes not only of the cot- 
ton crop and the cost of obtaining and refining the 
cotton-seed oil, but also to the size of the corn crop 
(which largely determines the price of hogs and the 
cost of lard). But at present, of course, Government 
controls have superseded these economic variants. 

Soy bean oil was imported in large amounts during 
the first World War as a cheap substitute for other 
drying oils, but it is now produced heavily in this 
country. Production of soy beans jumped from 13,- 
000,000 bushels in 1933 to 207,000,000 in 1943. The 
meal left after the oil has been removed from the 
beans is used for many diversified human foods in 
the Orient, but formerly served almost entirely as 
livestock and poultry feed in this country. However, 
new processes have been developed to take out the 


| bitter flavor, so that large amounts of soy bean oil 


are now being used in soy flour, infant foods, salad 
oil, macaroni and other products. About 70% of soy 
bean oil is now used in food stuffs, the remainder 
being used largely in the production of paint and 
varnish (soy bean meal is now being used for plas- 
tics, vegetable glues, etc.). It is possible that soy 
bean oi! and meal may later compete to some extent 
with cotton seed oil; at present they seem to play 
separate roles in the food economy. 

Cotton-seed oil producion has been fairly well 
maintained, though production in 1944 has run con- 
sistently behind last year for both the crude and 
refined product. Despite this fact, stocks on hand 
in September were well above those of the year 
previous, though somewhat lower than in 1942. It 
was estimated in October that cotton-seed and soy 
bean oils combined output would be about 90,000,000 
pounds less than last year. While the carry-over of 
vegetable oils was sufficiently large to lighten ra- 
tioning restrictions in April 1944, it appears likely 
that present reduced production may again lead to 
shortages and resumption of rationing, possibly in 
1945. In general, however, the “tight” situation 
which has prevailed in butter and margarine has 
not characterized the vegetable oil industry. 

We comment as follows on the record of the lead- 
ing companies in the industry, mentioned above. 

Wesson Oil & Snowdrift has paid dividends since 
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with 292,000 shares of $4 prefer- 
red stock (redeemable at $85 and convertible share 
for share into common stock), and 583,129 shares of 
no par common stock. Net working capital has re- 
mained quite steady ranging between $22 to $25 
million for a number of years; the current ratio was 
over 3 to 1 last August ( in 1929, however, it was 
over 12 to 1). Cash assets amount to nearly half 
current liabilities, though they dropped rather 
sharply in the year ended August 31, 1944. 

While the company’s sales have not shown the 
huge growth of some of the munitions companies, 
there has been a very substantial gain during the 
war period—from $50,000,000 in 1939 to $120,000,- 
000 in 1943 and $117,000,000 in the latest fiscal year. 
The company handles about 20% of the total cotton- 
seed oil business. Although only about one-quarter 
of bulk sales are in the advertised brands, “Wesson 
Oil” and “Snowdrift” (bulk sales accounting for 
three-quarters), the proportion of revenues is more 
substantial. Fertilizer is the second largest line of 
business, but there are numerous other activities. 

Subsidiaries operate cotton gins, refineries for 
treating various vegetable oils, fertilizer plants, pea- 
nut-shelling plants, a barrel factory, paint plant, 
shrimp and oyster packing plants, a coal mine and 
some 400 tank cars. An insurance company, Houston 
Fire and Casualty Insurance Co., was sold around the 
year-end to a group of individuals in Texas and 
Oklahoma. The number of plants, refineries and 
mills probably runs over 200, scattered throughout 
a number of States (principally in the south, though 
there are six refineries in Bayonne, N. J.) 

The business is carried on by 16 divisions, con- 
trolling about 100 business units, each of which 
publishes its own income statement. Employees of 
each division or unit receive bonuses depending on 
the earnings of their particular part of the business, 
and home office employees receive stated percentages 
of the profits in excess of preferred dividend require- 
ments. This profit-sharing (Please turn to page 439) 





























Ten-Year Stock Records 
(Per share basis) 
D—Deficit. ‘ 
*—After write-offs and provision for contingencies totalling $2.96 
a share. 
**__Adjusted for 20% stock dividend in 1943. 
ARCHER- SPENCER- 
Fiseal ESSON OIL CHICKASHA DANIELS KELLOGG 
Years Earned Paid Earned Paid Earned Paid Earned** Paid** 
1944 $2.27 $1.50 $ .59 $1.00 $8.59 $2.00 $3.54 $1.80 
1943 3.33 1.00 1.87 1.00 7.39 2.00 2.93 1.42 
1942 1.87 1.00 1.97 1.00 5.68 2.00 2.21* 1.58 
1941 4.46 2.00 1.50 -50 5.69 1.55 3.05 1.33 
1940 76 -50 .37 50 5.42 1.30 2.28 1.25 
1939 §=D2.90 -8714 D.51 25 3.02 1.00 1.08 81 
1938 3.27 2.50 PY: 75 -43 1.75 59 1.33 
1937 3.80 4.50 D.21 _ 5.03 3.00 2.34 1.75 
1336 4.40 2.50 -56 1.50 3.05 2.00 2.18 1.33 
1935 6.52 2.12% 2.15 2.00 4.21 2.00 1.85 1.33 
1934 2.03 50 3.28 2.00 3.82 1.50 2.51 -88 
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Opportunities for Income and Profit 


in Bonds and Preferred Stocks 
BY JACKSON D. NORWOOD 


MARKET TRENDS: Abreast of the rise in common 
stocks, the bond market registered the widest ad- 
vances since the second week in December. Advances 
for the two weeks period embracing almost all of the 
first two weeks of the new year totaled 0.92 points 
for the Dow Jones Averages of 40 bonds and 2.60 
points for the Second Grade Railroads, while the 
advance for Defaulted Railroads totaled 3.57 points. 
As matters stand it is difficult to say which of the 
two markets led the other, but since both markets 
have been well paced by the investment grade issues, 
it can be said that these are truly investment mar- 
kets. In line with this thought was the interest 
shown in the new $51,782,000 Pennsylvania Rail- 
road offering of General Mortgage Bonds. 


For that matter defaulted rail liens did well, too, 
with the index at the highest level since it was first 
compiled in 1936. New bond issues enjoyed a firm 

















RECENT CALLS FOR REDEMPTION 
Redemp- 
; Call tion 
Bonds: Amount Called Price Date 
Alleghany Corp. 314s................. $1,652,000 102.65 Feb. 5 
Cent. Me. Power 3%4s L. 1970......... 104,000 108 Feb. 2 
Chba (Rep. of) ext. 414s. '49........ 750,000 100 Feb. 1 
Dallas Pk. Apts. Miami 614s, '52...... Entire inssue 100 Feb. 3 
Duluth Super or ry Ss, Ha re 21,000 100 Feb.‘1 
OMS UT a | eee 25,000 100 Feb. 1 
Safe Harbor Water By %. Ps “igs, 79. 117,000 103 Feb. 2 
Mississippi (State of) hwy. or 50.. Entire Inssue 100 Feb. 1 
Portiand R. R. Co. Ist cons. 3%4s, 51. Entire Inssue 100 Jul. 1 











to advancing market. Municipals continued a steady 
price trend with Port of New York Authority 2s 
reaching 10234, their best prices to date. Bids on 
50 million bonds which will be offered by the City 
of New York, were opened at noon Tuesday, this 
past week. 


PHILIP MORRIS & COMPANY: An offering to all 
classes of shareholders to purchase or exchange 
their stock for the new Cumulative Preferred of 
$100 par value, through subscription warrants, has 
been made by the company, the offering expiring 
January 29, 1945. Common shareholders are offered 
the right to subscribe to one share of the new pre- 
ferred for each five shares of common stock held. 
Cumulative preferred stock holders, if the new issue 
will not be taken up wholly by common stockholders, 
will then be offered the right to exchange their 
stock on a share for share basis for the remainder 
of the new issue. The dividend rate on the new issue 
has not yet been determined. Proceeds from the sale 
of the new preferred not given in exchange will in 
turn be used for the redemption of the old preferred 
stock at $104 for the 414.%, and $107 for the 414% 
stock. It is expected that the new interest rate when 
announced will afford material savings for the com- 
pany. 

NATIONAL DAIRY PRODUCTS: Redemption of out- 
standing serial debentures maturing on June Ist, 
1945 and December Ist, 1945 was made by this com- 
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pany at 100 and 10014 of principal amount plus 
accrued interest to January 15th, 1945. 


SOUTHWESTERN PUBLIC SERVICE: Company plans 
to replace $20 million first mortgage and collateral 
4% bonds and $5,831,100 of 614 per cent preferred 
stock with $17.5 million of first mortgage bonds 
maturing in 1974 and with $5 million of preferred 
stock respectively. The bonds are expected to carry 
a 314% interest rate and the preferred 434, per cent. 


INTERSTATE TELEPHONE COMPANY: Has sold $2,- 
000,000 first mortgage 314, per cent bonds to two 
insurance companies. Bonds are due in 1974 and 
proceeds will be used to redeem a like amount of 
first mortgage 334 per cent bonds. 


GENERAL FOODS: The outstanding $15,000,000 par 
value $4.50 cumulative preferred stock will be re- 
deemed on January 31, 1945. The issue will be re- 
placed with $5,000,000 serial notes bearing 2% in- 
terest and with $20,000,000 of 234% notes. The 


notes, which total $25,000,000, have been placed with . 


banks and insurance companies, and the balance 
from $16,293,750, which sum represents the cost of 
redeeming the Cumulative Preferred, will be used 
to finance post war expansion. 


WISCONSIN CENTRAL RAILWAY: Plans for the dis- 
tribution of $5,837,430 in cash to the first general 
mortgage bondholders equivalent to $190 per 1000 
dollar bond, have been filed with the Interstate Com- 
merce Commission. This is part of a plan for reor- 
ganization of the road which would reduce total 
capitalization from $85,233,072, including accrued 
and unpaid interest, to $48,127,190 on July 1, 1945. 
In addition these bondholders would receive $450 in 
new first mortgage 4% bonds and $626.40 in general 
mortgage income 414% bonds. Holders of the Su- 
perior & Duluth Division & Terminal mortgage 4% 
bonds will receive $1,002 of new capital stock per 
$1,000 bond held, and the first and refunding mort- 

gage 4% bondholders $1,359 of capital stock. The 
first and refunding 5% bond holders will receive an 
even amount of $1000 of new capital stock for each 
$1000 of old bonds held. All other obligations, in- 
cluding common and preferred, remain undisturbed 
at the present time. 

















=——_=_—= 
MARKET ON RECENT BOND ISSUES COMPARED 
WITH OFFERING PRICES 

Offering Recent Prices 

Price Bid Asked 
Great Northern 3%<s, '70 Stare dave dante 101.28 1051, 106 
Great Northern hoy ee eae 101.52 10432 104% 
Great Northern 315s, '80.............. 102.04 106% 1071; | 
GConcibt-ck Pow: 35/74)... ...0....... 105% 107 — 107%¢ 
Ey eS Se | aera 1021, 1031 104 | 
Koppers Co. 3s, a GS Oe rae 02° 10214 
Empire Dist. El. 314 69 idDoiivscees. ae 10714 107% 
Pacific Gas & Elec. *35, __.. Ree 104 104%, 105 
Narragansett Elec. 3s, '74............. 105.08 1051, 106 
Mississippi P. & L. 3s, JU. aan 104.48 10434, 10514 
Houston L. & P. 2%s, '74............. 10214 102% 1033, | 
American Tobacco 3s, '69............. 101 10014 100%, | 
Central N. Powitss. C74... 2... 10217 10214, | 
Potomac 7 a en 10214 10234 10314 | 
N. Y. C. ah 3%s, PEGG hor caraeso 102 103 103% | 
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Short Interest 


Reduction of only 45,558 shares 
in the short interest on the New 
York Stock Exchange in Decem- 
ber indicated that the bears did 
not foresee the latest market up- 
surge. Standing at 1,390,718 
shares at the close of the year, 
the short position still was near 
the seven-year peak and it is be- 
lieved that the short interest in 
many stocks has increased since 
early January. Short selling in 
railroad equities highlighted the 
December statistics, as inciden- 
tally it had during a goodly part 
of 1944. For instance, Atlantic 
Coast Line’s short position stood 
at 21,590 shares at the end of 
December against 12,821 shares 
on November 30. The Baltimore 
and Ohio common short interest 
was 55,350 shares against 21,340 
shares the month before. In a 
good many others, comparable in- 
creases can be noted. On the other 
hand, some reductions of short 
interest in scattered industrials 
have occurred during the final 
month of last year. Among the 
outstanding exceptions are Hud- 
son Bay Mining and Jones & 
Laughlin; in the former stock, 
the short interest increased from 
100 to 2,900 shares; in the latter 
from 395 to 2,687 shares. How 
much shorteovering (of the ex- 
pensive kind) took place during 
the recent market rise is a moot 
question. The short position un- 
doubtedly is still large, providing 
a sizable cushion against future 
market reactions. 


inflationary Sentiment 


Revival of interest in coppers, 
oils and especially gold mining 
shares is giving evidence of a new 
quickening of ‘“‘inflation-con- 
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sciousness” among speculators 
and investors but there is reason 
to believe that partiality to these 
groups is at least in some degree 
due to the fact that they have 
been behind the market, thus pro- 
viding better buying opportuni- 
ties than a good many much- 
bulled industrials. Part of the im- 
petus behind the oils is addition- 
ally ascribed to hopes for higher 
crude oil prices which, if granted, 
would materially improve the 
earnings picture of most oil com- 
panies, just as latest strength in 








STOCKS MAKING NEW 1944-45 HIGHS. 
[DURING RECENT MARKET UPSURGE 


| ACF Brill Boeing Airplane 





| Allied Chemical Borden 
| Allis-Chalmers Celotex 
fm. Locomotive §— ches. & Obie 
Seundeies Consol. Cigar 
Am. Woolen Container Corp. 
| Anaconda Cont. Motors 
Atlantic Refining Crucible Steel 
Baltimore & Ohio Curtiss-Wright 
Bethlehem Steel Eaton Mfg. 

















steels is partly based on what is 
considered a fair prospect of ob- 
taining higher prices for certain 
semi-finished products to offset 
recent wage increases awarded by 
the WLB. The inflationary ele- 
ment alone thus is difficult to 
weigh; so far the market as a 
whole is exhibiting few of typi- 
cally inflation-market character- 
istics. 


Postwar Straw? 


Apropos copper, Canadian and 
Rhodesian copper mines should 
profit by trading Britain for the 
U. S. A. as a customer. Trade re- 
ports speak of a new arrangement 
under which the U. S. Govern- 
ment will step up its buying of 
Canadian copper and also take 
considerable African metal. A 






price of about 11.75 (U. S. cur- 
rency), delivered in New York, is 
rumored; for Canadians this 
would mean about 13 cents (Ca- 
nadian) compared with a basic 
10.2 cents paid by Britain. The 
Rhodesian mines which have been 
paid in Sterling presumably will 
get a price boost too. Our domes- 
tic copper mines are doing right 
well, what with copper again re- 
verting to the “scarce” list, but 
the longer range question in the 
minds of copper people is the role 
of future copper imports in the 
face of steadily shrinking domes- 
tic copper resources. Meanwhile 
copper stocks have been rising 
smartly, reflecting continued 
heavy demand for war production 
and the fact that they have been 
considerably marketwise during 
the earlier phase of the bullmar- 
ket. 


Split-Ups 


Split-ups continue to spur spec- 
ulative imaginations. The latest 
news concern Acme Steel and 
Dresser Industries, both rising 
briskly on reported intention of 
the managements to split the com- 
mon on basis of two new shares 
for one held. Other announce- 
ments may follow. According to 
financial sources, Amerada Pe- 
troleum is regarded a likely can- 
didate though it must be stressed 
that nothing authoritative is so 
far known thereanent. Pricewise, 
Amerada is certainly high enough, 
currently selling around 115, off 
only slightly from last year’s 
hieh of 11614 which contrasts 
with the 1944 low of 82. It is, in 
fact. a “rich man’s” stock and it 
would not surprise if the manage- 
ment would prefer a somewhat 
broader investor interest in the 
equity. 
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Drug Sales 


With prolongation of the Euro- 
pean conflict, the anticipated de- 
cline in drug sales for the current 
year will probably fail to develop. 
As a matter of fact, sustained war 
demand together with an im- 
proved materials situation sug- 
gests modest gains in over-all 
volumes. However, despite the fa- 
vorable demand background, the 
earnings trend this year will con- 
tinue to be influenced by higher 
labor and materials costs, as well 
as increased promotional expen- 
ditures. Gains in operating income 
will therefore be small, in all like- 
lihood, with final net again af- 
tected by the impact of heavy 
taxes. 


Higher Crude Oil Price? 


Activity in oil shares increased 
appreciably in recent markets, 
partly reflecting hopes of higher 
crude oil prices and partly because 
of heightened speculative interest 
in this formerly laggard group. 
The industry is making a more 
forceful effort to obtain higher 
crude oil and products prices and 
the OPA has agreed to survey 
crude producing costs to deter- 
mine whether ceiling prices are 
high enough. Independent pro- 
ducers will file a protest against 
maximum price regulations and 
will ask that for a price boost on 
crude of 75c a barrel throughout 
the United States. Whether this 
petition can successfully hurdle 
the psychological handicap (in 
OPA eyes) of an expected 25% 
increase in 1944 oil industry earn- 
ings is another matter but oil 
people are hopeful despite past 
failure to make their point. 


Graham-Paige 


The farm equipment and auto- 
motive industries with competi- 
tive interest are awaiting Gra- 
ham-Paige’s announcement, sche- 
duled for sometime in January, 
that it will manufacture a novel 
soil mixer. The company is reli- 
ably reported to have acquired 
North and South American rights 
to Rototiller, a Swiss-invented 
machine for “fluffing up” the soil 
at a single operation. The device 
has been established in the Amer- 
ican market for the past fifteen 
years and heretofore was made 
by Rototiller, Inc. of Troy, N. Y. 
Principal significance of the deal, 
from the standpoint of the farm 
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machinery industry, is that Gra- 
ham-Paige will sell through the 
existing Rototiller distributing 
organization. Thus the newcomer 
ag a ready-made marketing out- 
et. 


Pullman Diversifies 


Obliged to divorce itself from 
sleeping car operation —a move 
which now probably won’t be con- 
summated before the war’s end — 
Pullman is looking toward diver- 
sification of its manufacturing 
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operations and just completed ne- 
gotiations to acquire, for cash, the 
M. W. Kellogg Co. of Jersey City. 
The purchase price was not an- 
nounced. In acquiring Kellogg, 
Pullman gets an organization — 
which is to be kept intact — 
known internationally for petro- 
leum refinery installations, a 
promising postwar field. Though 
the Kellogg company has been 
closely held and hasn’t made pub- 
lic reports on its financial posi- 
tion, annual volume is said to 
have reached between $40 and $50 
million. Recently, it has been 
closely identified with engineering 
and erecting fluid catalytic crack- 
ing plants in conjunction with 
Standard Oil Co. of New Jersey. 
Only a short while ago, the Kel- 
logg Company announced a new 
engineering development, making 
possible the production of 75 oc- 
tane gasoline from natural gas 
for about five cents per gallon, 
bringing gasoline synthesis from 
natural gas definitely within the 
range of successful commercial 
operation. The process is equally 
adaptable to the economical pro- 
duction of high cetane Diesel oil. 


Diversification Goals 


Further diversification through 
the development of new products 
from raw materials is the goal of 
International Minerals & Chemi- 


cal Corporation. Its Amino Prod- 
ucts Division is said to be one of 
the most promising company op- 
erations from a growth stand- 
point. The division produces so- 
dium glutamate and glutamate 
acid products, the former much 
in demand from food industries. 
This particular business has suf- 
fered from a lack of raw materials 
but suitable substitutes are now 
available. 


Furniture Sales 


Furniture makers expect a big | 


drop and then a spectacular rise 


in sales over the next year or two. © 


The big drop is due to start now, 


due to recent Government policy | 





of tightening up all along the line | 


on materials and manpower for 
homefront production, and 1945 
output for civilian use may fall as 
much as 35%. The industry did 


a $550 million business in 1944 | 
or only 17% less than in the rec- | 
ord year of 1941; a 35% drop thus © 
would mean almost $200 million © 


less, provided of course that the 
war in Europe will last through 
1945. Industry spokesmen console 
themselves for their war-time 
woes with visions of a postwar 
business which will eclipse any- 
thing ever seen. They fully ex- 
pect to sell more than $1 billion 
worth of furniture in the first 
year after VE-Day. 


Doing Well 


International Telephone and 
Telegraph Co. is doing all right, 
if the latest income statement is 
any criterion. Reported net for 
the first nine months of 1944 is 
$6.18 million against $3.29 mil- 
lion in the like period of 1943, 
pointing to indicated earnings 
for the full year of about $9 mil- 


lion compared with $5.52 million | 
in 1943. The wide earnings ex- | 


pansion on a consolidated basis 
reflect in large measure the con- 
siderable output gain of Federal 
Telephone & Radio Corp.; net in- 
come of the parent company 
whose earnings represent divi- 
dends and interest from subsi- 
diaries and associated companies 
will record only a moderate gain 
over last year’s figure, according 


to present indications. Federal | 
Telephone of course is heavily en- | @XPa" 


gaged in war work, thus the earn- | >roug 


' group 


ings increment accruing from 
that source must be viewed in the 
proper light. 
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Cheerful Note 


Recent announcement of Briggs 
& Stratton Corp. of a refund to 
the Government of $1.91 millions, 
before credit for taxes, as the re- 
sult of war contract renegotiation 


» on 1943 business contained a 


cheerful note for stockholders. 
Says the announcement: “It is 
our hope and belief that dividends 
at some rate can be resumed as 
of March 15, 1945.” This relieves 
fears that further dividends were 
out of the question for the time 
being. Failure of directors on De- 
cember 15 to authorize the usual 
75 cents quarterly payment be- 
cause of the need for conserving 
working capital brought heavy 
selling into the stock. It was the 
first quarter since June 1929 that 
the firm had not paid a dividend. 
While it is unlikely that resump- 
tion of pavments will be at the 
former scale, immediate prospects 
are fairlv good. The stock cur- 
rentlv sells around 42 as against 
the 1944 high of 50. 


Conversion Note 


The ten-year 314% bonds of 
the Alleghany Corporation are 
convertible into 20 shares of 
Chesapeake & Ohio Railway com- 
mon. At 53 for C. & O., the con- 
version nrivilege makes the bonds 
worth 196. The concern has called 
$1.6 million of bonds at 102.65 
which means the conversion price 
is higher than this call price so 
that the called bonds may be con- 
verted into the C. & O. common 
at a premium of better than 3 
points over the call price. 


Chemical Stocks 


Recent announcements that the 
production of chemicals will be 
stepped up in 1945 to meet newly 
expanded war requirements has 
brought renewed attention to this 
group of equities: Chemical pro- 
duction in a number of lines, par- 
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ticularly materials for explosives, 
was cut back last year. This re- 
sulted in lower earnings for a 
number of leading firms with the 
downward tendency accentuated 
by the burden of higher wages 
and increases in other operating 
costs. While taxes place a ceiling 
over profits, it is possible that 
1945 earnings, in some instances 
at least, will be better than in 
1944 though really significant 
gains are hardly likely. 


Coal vs. Diesel 


The coal-burning steam locomo- 
tive which has powered America’s 
railroads for over a century is 
losing ground to the oil-burning 
diesel engine but it is not giving 
up without a fight notwithstand- 
ing the fact that the present order 
backlog calls for twice as many 
oil engines as coal burners. With 
the swing to diesels so pro- 
nounced, coal-carrying and coal- 
mine owning railroads have begun 
to worry, and to meet the chal- 
lenge, the coal carriers have plot- 
ted a two-pronged attack. First, 
they will confer with the coal in- 
dustry to plan on a research pro- 
gram for making coal into a better 
fuel. possibly by powdering and 
mixing anthracite and bituminous 


coal. Second, they have teamed up, 
to the tune of a million dollars, 
on a joint study to find new types 
of coal-burning locomotives. The 
result is some of the most inten- 
Sive research on steam locomo- 
tives ever undertaken. The Penn- 
sylvania Railroad currently is 
testing a radically different coal- 
burning engine designed and con- 
structed by Baldwin Locomotive 
and Westinghouse Electric & 
Manufacturing Co. and applying 
the turbine principle. Two tur- 
bines are used, one for forward 
and one for reverse. In a recent 
test run, this new locomotive 
hauled eighteen fully loaded ex- 
press cars and did it “better than 
other locomotives”, according to 
those conducting the test. They 
are now working on the design 
for another high-pressure coal- 
burning steam turbine engine. On 
this project. General Electric is 
working with the railroads on the 
power vlant while Babcock & Wil- 
cox will supply the special boilers. 


Expansion 


Announcement that the Pitts- 
burch Plate Glass Co., one of the 
“hIne chins” on the New York 
Curh Exchange. has acquired the 
Pacific Alkali Co. calls attention 


























Increases Shown In Recent Earnings Reports 

Latest Year 

Period Ago 
Saatly Vente Rice: Sygate occ cee cdecdcecseccsescc Year Sept. 30 $7.65 $5.63 
Madison Square Garden .............ceceeeeees 6 mos. Nov. 30 -60 58 
Reliance Electric & Engineering.................. Year Oct. 31 1.55 1.51 
PE AY RCC CCC CRT ECCT CCRC CT Tree Year Oct. 31 5.38 5.14 
Mant Ge GS Geers go oi ceciecececeseccvccces Year Sept. 30 75 71 
CN I occas gucace cece decdvedevecdetencee 9 mos. Nov. 25 1.84 1.71 
NN Ul ORs oi ccccccccedtdoesenesteaces Year Oct. 31 1.96 95 
RTT SEOEE ceccicdssnccunccuanceenddes Year Sept. 30 -61 -60 
CI GEE oa cc cccccevedecceveceerecededoswecans Year Oct. 31 2.02 1.87 
Pittsburgh & West Virginia................seee0e 11 mos. Nov. 30 4.31 3.74 
ame GO Wy CN ook cess detec vecwucs 12 mos. Nov. 30 4.41 4.29 
NS RIOD fcc as ccccccckeadeucneescuncde Year Sept. 30 3.60 -53 
Distillers-Seagrams Ltd. ..........0.cceeececcees Oct. 31 quar. 3.10 2.19 
MUGGED INGO ccc cccccccccavenucnccdsweesencee Year Sept. 30 6.76 5.54 
rere errr reer eT Cree 11 mos. Nov. 30 7.99 6.88 
Wiliye-Gveriand Malere 2... cc ccciccccccsccccccce Year Sept. 30 1.64 1.32 
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to the growing cliemical activities 
of this leader in the glass field. 


The company, besides making 
glass, is an important factor in 
the paint field and has conducted 
research in new types of quick 
drying oils to supersede the loss 
of imported oils. It is also an im- 
portant producer of caustic soda 
and soda ash through its Colum- 
bia Chemical Co. subsidiary and a 
51% ownership in Southern Al- 
cali Co. The latter (49% owned 
by American Cyanamid) has 
broadened into a fairly diversified 
chemical producer. One of its de- 
velopments is the new group of 
allyl plastics made from ally] al- 
cohol produced by Shell Oil Co. 


Traction Sales 


The recent string of traction 
property purchases by private in- 
terests provides proof that all 
businessmen do not subscribe to 
the general pessimism over the 
peace-time earnings outlook for 
this section of the transportation 
industry. Activity has been high- 
lighted by two large sales: The 
Los Angeles Railway Corp. for 
$12.5 million, and some of the 
Virginia Electric & Power Co.’s 
transportation lines for $3.22 mil- 
lion. In competition for the Vir- 
ginia properties (bus and trolley 
systems serving the cities of 
Richmond and Norfolk) offers 
were made by three bidders in- 
cluding the Greyhound Corpora- 
tion. The successful bid was a 
joint offer made by two invest- 
ment banking houses which have 
been active in the traction field 
for some time. They contemplate 
a comprehensive modernization 
job after the war. Purchaser of 
the Los Angeles transit system 


was American City Lines, Inc., a 
subsidiary of the National City 
Lines, Inc. controlled by the Fitz- 
gerald brothers who, starting 
with an original two-bus enter- 
prise, in recent years have be- 
come one of the largest operators 
of urban transportation systems. 


Thompson Products 


A new piston, evolved after 
four years of development and 
testing, is the latest feather in 
the cap of Thompson Products, 
Inc., leading maker of automotive 
parts. The new product is now be- 
ing marketed and present biggest 
customer is International Har- 
vester Co. but major automobile 
makers have also tested it satis- 
factorily, presaging postwar de- 
mand from that quarter. Simi- 
larly, tests in small-type airplane 
engines have shown good results. 


New Locations 


A basic change in its policy of 
locating stores has been adopted 
by Lane Bryant, Inc. Earlier pol- 
icy was to locate just off the main 
shopping streets. Recent experi- 
ence, by moving its Baltimore 
store to a better location, of a con- 
siderable sales increase is now re- 
sulting in a reversal of this policy 
and the company is looking for 
better locations of its other 
stores. As another step towards 
expanding its business the con- 
cern considers the opening of 
stores in large cities in which it 
does not now have outlets. 


Natura! Gas Jitters 


The natural gas producing 
states are getting the jitters over 
rapid depletion of this resource 
and Texas, which holds about half 
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Declines Shown In Recent Earnings Reports 
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Latest Year 

Period Ago 
... Year Oct. 28 $5.58 $6.10 
... Year Nov. 30 1.78 2.01 
... Nov. 30 quar. ae} .€3 
... 11 mes. Nov. 30 10.20 18.12 
... Year Oct. 31 1.34 1.70 
... Year Oct. 31 1.13 1.18 
... Year Oct. 28 31 rd 
... 9 mos. Nov. 30 2.24 2.40 
... Year Sept. 30 -62 65 
... 11 mos. Nov. 30 2.44 2.65 
... 11 mos. Nov. 30 9.13 13.24 
... 1 mos. Nov. 30 10.72 16.95 
... 10 mos. Oct. 31 3.48 6.80 
... 11 mos. Nov. 30 12.61 14.54 
... Year Sept. 30 3.10 5.01 
... Year Oct. 31 4.73 5.53 
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of the country’s total reserves, is 
taking the lead in doing some- 
thing about it. When the Texas 
legisiature convenes, one of the 
first measures is expected to be 
a conservation and tax bill to re- 
strict export of natural gas to 
other states. Opposition centers 
particularly on increasing exports 
through high-pressure pipe lines.) 
to industrial areas of the North } 
and East which it is feared will! 
drain existing reserves far too) 
rapidly. 





Truck Schedules 


Truck manufacturing schedules | 
for 1945 are beset by the same! 
uncertainty that prevailed during [ 
the first half of 1944. The story [ 
once more is one of bottlenecks | 
and conflicting military and ci- 
vilian demands. 1944 output was 
around 745,000 units, 60,000 short 
of final schedules. Civilian require- | 
ments absorbed 115,000, and mil- | 
itary needs about 630,000. As ex- k 
pected, the biggest slump was in| 
heaviest trucks. This year, man- | 
ufacturing schedules call for 875,- 
000 trucks whereof 244,449 ve- | 
hicles are tentatively allotted to 
civilian users. But as it looks now, 
the Services may well take a big- 
ger bite than the 630,000 trucks 
provided for them. The situation 
once more is tight, with the prob- 
lem of obtaining sufficient cast- 
ings still very troublesome. Oil 
and water pump parts are hard 
to set and demand for cylinder 
heads run into the counterdemand 
of the Navv for its engine re- 
quirements. Heavy tires, too, are 
scarce. Most likely, civilian users 
will gev less than their hoped-for 
share. But the outlook for truck 
makers continues bright as ci- 
vilian backlogs keep mounting. 


General Foods Borrows 


Despite earlier Wallstreet 
hopes, General Foods doesn’t in- 
tend to sell publicly new securi- 
ties to obtain funds for redemp- 
tion of its $15 million $4.50 pre- 
ferred stock. Instead, the com- 
pany has arranged to finance the 
operation by borrowing $25 mil- 
lion privately through sale of un- 
secured notes to a small bank 
group and an insurance company. 
The latter amount includes $8.7 
million for new working capital 
with an eve towards postwar ex- 
pansion. 
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The Personal Service Department of THE MAGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities; one request per month. 
No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


envelope. 


3 
4. No inquiry will be answered which is mailed in our postpaid reply 
5. 


If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





7509 United Corp. 


As a new subscriber, I wish to take ad- 
vantage of your “Consultation Service.” I] 
am enclosing self-addressed Air Mail en- 
velope for your reply. 

In December 1943 I purchased 7500 
shares of United Corporation common at 
$1 per share. On August 8th I placed an 
open sell order for 7500 shares at 17%, 
Since that date the highest price which it 
sold ts 134. I was very much interested in 
reading Mr. Barnes comments on United 
Corporation in the Dec. 23rd issue of your 
Magazine, particularly that part which re- 
fers to Mr. Hickey’s statement reference 
his estimated future value of the common. 

In discussing this matter with you, I 
have in mind that for every seller there 
must be a buyer. I note the daily sales of 
United Corp. Common at 1% have been 
fairly substantial. The next question is, 
are the sellers smarter than the buyers or 
the buvers smarter than the sellers. 

To sum up this matter there seems to be 
three possibiltics. 

(1) Cancel ont the old open scll order of 
1% and place a new order at 1%, 
at which price, tf and when the 
stock sold, I would a little better 
than get my money back after tav- 
ina two commissions and the N.Y. 
State securities tax. If the stock 
was sold for 1tR, IT world lose a 
few hundred dollars. 

Let the old open sell order remain 
as ts until the stock sells at some 
future date. 

Cancel out the old open sell order 
and await a better market before 
placing a new open sell order. 

You can be assured your comments and 
advice reference all the above will be much 
appreciated. After all, 1 am only one of the 
public and am reminded of the old market 
adage: “The public ts always wrong”. 

—F. EF. E., Los Angeles, Calif. 

We do not know what propor- 


tion of your speculative fund, 


(2) 


(3) 
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your holdings of this stock repre- 
sents, but in general you have too 
large a commitment in this radi- 
cal speculation. 

In spite of the recent good ad- 
vance in the utility equities under- 
lying this company’s portfolio, 
this common stock is still “under 
water’. The remark of the presi- 
dent of this company in 1943 that 
this stock might eventually be 
worth $6.00 a share, appears op- 
timistic. 

We do not think it good trading 
practice to leave an open order to 
sell as large a number of shares 
as 7500. 

Another thing, some new de- 
velopment might improve the po- 
sition of the stock and before you 
could take action, your open order 
misht be executed. 

We advise cancelling your open 
selling order for 7500 shares at 
1%. However, we believe you 
should lighten your holdings on 
a scale upward. 

We suggest sale of 1000 shares 
at 114 or better, the current mar- 
ket price, then place an order to 
sell another 1000 at 14 higher. If 
this is easily absorbed and the 
market appears strong, sell an- 
other 1000 at an additional 14 ad- 
vance. Try to feel the pulse of the 
market and guide yourself accord- 
ingly. 

In this way, vou can gradually 
reduce your holdings while striv- 


ing for a better market price. You 
may retain a moderate amount of 
stock for the long term specula- 
tion. 

American Woolen Pfd. 


I contemplate purchasing American 
Woolen Pfd. Will you please comment 


and advise. 
—E. W. T., Glendale, Calif 

American Woolen Co. is the 
largest manufacturer of woolens 
and worsteds with its more than 
5500 looms accounting for about 
15% of the total domestic pro- 
duction. 

The bulk of the output consists 
of men’s wear fabrics, although 
women’s wear fabrics, yarns, 
blankets and automobile flat fab- 
rics are important lines. Distribu- 
tion is made direct to clothing 
manufacturers and retail stores. 

Since 1935, the company has 
concentrated on regaining its earl- 
ier leadership in the trade by op- 
erating only the lower cost mills 
and by installing automatic equip- 
ment; also the merchandising 
policy is more aggressive. 

A substantial part of the com- 
pany’s production is now devoted 
to the production of uniform 
cloth. Working capital is large in 
relation to total assets and sales. 
Large earnings in the past several 
years have enabled the company 
to pav off bank loans, while reduc- 
tion in inventories has resulted in 
an improved cash position. 


Earnings for the first six 
months of 1944 amounted to 


$11.54 ver share and earnings for 
the full vear are estimated at 
$20.00 compared to 15.6 for 1943. 

Earnines should continue well 
during the war and for at least 
two vears thereafter; as millions 
of returning soldiers and sailors 
will need to be outfitted in civilian 
clothes. 

Dividends of $12.00 per share 
were declared in 1944 and as there 
is $67.75 in arrears on this cumu- 
lative stock. there are good pros- 
pects for substantial dividends in 
1945. This issue has had a sub- 
stantial rise recently, however, on 
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earnings, prospects and dividend 
yield, it has not exhausted its near 
term appreciation possibilities. 

This issue should be watched 
carefully, as the longer term pros- 
pects are obscure. 





Investment Audit of 
Westinghouse Electric 





(Continued from page 420) 


with dealers, the company pre- 
dicts an expansion of over 75%, 
during a 5 year post-war period, 
in the sale of household appli- 
ances alone, compared with pre- 
war sales. In fact the manage- 
ment is optimistic enough to pre- 
dict a total sales volume much 
greater than before the war, once 
it gets into stride to satisfy pres- 
ent worldwide blocked demands 
for the concern’s many products. 

While the postwar outlook for 
Westinghouse appears distinctly 
favorable, this is largely dis- 
counted at current market price 
of around 124, highest since 1937 
thanks to the recent twenty point 
spurt of the stock following an- 
nouncement of the split-up pro- 
posal. At current levels, yield is 
only about 3.3%, detracting from 
the investment appeal of the 
equity despite large earning 
power and generous dividends in 
the past. 

Earnings for 1944 are expected 
to exceed the $6.67 per share re- 
ported in 1943; nevertheless, an 
approximate price-earning ratio 
of 18 would seem to make the cur- 
rent market price a fairly full 
commitment, according to the 
present outlook. 

However, postwar earnings 
may well, for some time, average 
at least as high, or higher than 
war-time net. Company’s profits, 
as we have indicated before, have 
shown virtually no net gain dur- 
ing the active war years over pre- 
vious periods of good general bus- 
iness conditions notwithstanding 
a large rise in sales volume. Con- 
versely, its postwar earnings will 
probably not be depressed by the 
loss of war sales, for then operat- 
ing conditions should be more 
normal and taxes may be sub- 
stantially reduced. The latter of 
course is of maior significance, 
for EPT alone in 1943 was equiva- 
lent to $20 per share of preferred 
and common stock. Excellent 
earnings possibilities thus cer- 
tainly do exist, what with the vi- 
gorous demand for electrical 
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equipment and appliances that 
only awaits the reconversion sig- 
nal to begin to make itself ac- 
tively felt. 

The recent spurt in the price 
of the common has of course been 
mainly speculative; eventually the 
price may settle at a somewhat 
lower level than currently wit- 
nessed though there is naturally 
no assurance of this. While stock- 
holder approval of the proposed 
split-up may be more or less as- 
sured, an interesting point will be 
the future dividend rate on the 
larger number of shares. Specu- 
lative opinion, to judge by the 
price now paid for the stock, ap- 
pears to anticipate quite favorable 
stockholder treatment on that 
score. The split-up, if consum- 
mated, will greatly change the 


“character” of the stock. Out of 


the “blue-chip” class, the new 
stock at once will almost certainly 
have different “market leader- 
ship”, or better perhaps, market 
sponsorship. It may well become 
more speculative, and thereby 
more active. Purpose of the split- 
up, according to a statement of 
the management, is to broaden 
the base of ownership of Westing- 
house stock by making shares 
available at lower prices. Obvi- 
ously, Westinghouse common at 
about 30 will be a different stock 
than at 124, and not just because 
of the difference in price. 





Wisest Investment Policy 
for 1945 


(Continued from page 408) 


largest maker of plywood packing 
cases, with good management and 
a sound financial position. Volume 
will be much larger than before 
the war— probably in time as 
large as peak war figures — and 
relief from the excess profits tax 
would permit share earnings and 
dividends justifying important 
advance in the stock. 

Evans Products has an “inven- 
tive’ management which has 
shown ability to bring out profit- 
able new products to supplement 
its original auto-loading device. 
Airplane loaders and apparatus 
for increasing load capacity of rail 
box cars are especially promising. 
I regard this stock as an unusu- 
ally interesting speculation on 
post-war possibilities. It earned in 
excess of $3 a share in certain 
pre-war years and in 1936-1937 
sold at over double the present 





price. 

Pantepec Oil would appear to 
be a most radical speculation on 
the basis of the back record, but 


the back record doesn’t tell the : 


story. The company holds large 
oil-land concessions in Venezuela. 
The production is by Creole Pe- 
troleum on a participating basis 
and Atlantic Refining has made a 
similar deal with Pantepac. The 
latter’s share of oil output is 
steadily increasing and is now at 
a rate over three times greater 
than a year ago. I believe there is 
a better than even chance that 


Pantepec will pay its first divi- | 


dend in 1945. 

Formerly a mail order concern 
specializing heavily in installment 
sales, Spiegel is one of the very 
few sizable merchandising com- 
panies which went from profits to 
deficits as a result of the war. 
Peace will be relatively more bull- 
ish for it than for any other listed 
retailing stock. Moreover, as a re- 
sult of war-time adversity, some 
helpful changes have been made 


in executive personnel, and ag- | 


gressive expansion of owned 
chain-store outlets has been un- 
dertaken. In time the stock may 
well more than double in price 
and get back on a dividend basis. 

United Drug has been “writing 
off” special reserves about equal- 
ling reported earnings, taking ad- 
vantage of the war-time opportu- 
nity to reduce debt, build up work- 
ing capital and improve its oper- 
ating methods under a new chief 
executive. I believe the progres- 
sive improvement in this situation 
will warrant dividends within a 
year or so. 

As stated when this investment 
problem was first submitted, the 
investor has a substantial earned 
income, adequate life insurance, 
owns his own home and had 
$2,500—probably more by now— 
in War Bonds. He is still in the 
prime of life. Therefore the specu- 
lative risk in the invested posi- 
tion I am suggesting does not ap- 
pear excessive in relation to the 
individual circumstances, especial- 
ly in view of the large cash re- 
serve. The program. of course, 
would be wholly unsuited to many 
investors of differing circum- 
stances. For instance, an elderly 
retired person would require a 
fully invested position with much 
greater safety, and would have to 
be content with a much lower av- 
erage yield regardless of the prob- 
lem of taxes and living costs. 
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CONCLUSION 
MONEY AND CREDIT — Sixth war 


loan raised record total of $21.6 billion: 
so seventh loan postponed to May or 
June. 1945-6 Federal budget placed 
tentatively at $83 billion, of which $70 


billion for war. 


TRADE—November retail store sales 
9% above last year, of which 3% was 
due to higher prices and 6%, to fear of 
shortages. Last year's department store 
sales 11%, ahead of 1943, with Decem- 
ber up 35%. 


INDUSTRY—Last year's national in- 
come was $159 billion, national gross 
product $197 billion and income pay- 
ments to individuals $155 billion—all 
new highs. 


COMMODITIES—Farm products con- 
tinue slow advance. Civilians will not 
go hungry this year. Plenty of cereals, 
eggs, and milk; but less, meat, butter, 
sugar and canned goods. 


The Business. Analyst 


In the face of snow and sleet in several sec- 
tions of the country, per capita business ac- 
tivity throughout the nation for the first week 
of the new year managed to achieve fractional 
improvement over the closing week of the old 
year when observance of the Christmas holiday 
was rather more extensive than of recent years. 
For the month of December this publication's 
business index, on a per capita basis, rose 0.9 
point from November, to 157.4% of the 1935-9 
average; but was only 0.4 point above Decem- 
ber, 1943. Fourth quarter average was 156.8, 
compared with 159.8 in the third quarter and 
154.9 in the closing quarter of 1943. Average for 
the 1944 calendar year was 159.6, against 154.3 
a year earlier, 


Without compensation for population growth, 
our December index of business activity ad- 
vanced a point from November to 168.6% of 
the 1935-9 average, showing a gain of 1.2% 
over December, 1943. Fourth quarter average, 
at 167.7, was 2.7 points under the third quarter; 
but 2.1% ahead of the final quarter of 1943. 
The 1944 average was 170.1, which was 4.3% 
higher than 1943. 

(Please turn to the following page) 
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Inflation Factors 








Latest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b Jan. 3 172 1.64 1.90 0.43 
Cumulative from Mid-1940___ Jan. 3 244.9 243.2 = 154.1 14.3 (Continued from page 435) 





FEDERAL GROSS DEBT—Sb 


Commerce Department estimates for 1944 place 
the national income at $159 billion, the National 
Gross Product at $197 billion and Income Pay- 
ments to individuals at $155 billion—all new 


Jan. 3 230.9 230.2 165.9 55.2 





MONEY SUPPLY—Sb 
Demand Deposits—101 Cities___ 
Currency in Circulation 





highs. War Expenditures increased 5% over 1943 
and absorbed more than 40% of the National 
Jan. 3 34.7 35.0 33.7 24.3 | Gross Product. Most of the rise in national in- 
“Jan. 3 25.3 25.3 20.4 10.7 | come was attributable to payroll expansion, about 
half of the increase being military. The sharp rise 





BANK DEBITS—13-Week Avge. 
New York City—$b_.__ 


in income payments was occasioned in large 

measure by soldier's mustering out pay, and 

Jan. 3 6.41 6.32 5.05 3.92 | disbursements to dependents which jumped from 
8.1 


























100 Other Cities—$b Jan. 3 8.28 7 7.42 5.57| $1 billion in 1943 to $3 billion last year. 
INCOME PAYMENTS—Sb (cd) Oct, 13.67 13.68 12.69 8.11 * * * 
Salaries & Wages (cdj)__._ Oct. 9.39 9.28 8.77 5.56 
Interest & Dividends (cd Oct. 0.80 1.29 0.82 0.55 
Farm Marketing Income (eg)___ Oct. 2.45 1.95 2.25 1.21 Draft calls are to be upped by 40,000 to 
Includ’g Govt. Payments (eg)_— Oct. 2.48 2.01 2.28 1.28 ane for geo ard - —_ and exemption 
as been revoked for farm workers up to 25 years 
CIVILIAN EMPLOYMENT (cb)m Nov, 51.5 52.2 51.7 50.4 of age. The Army needs men: so do war plants. 
Agricultural Employment (cb) __— oti 8.1 8.7 17 7.7 | Civilian industry will be squeezed, Nevertheless, 
Employees, Manufacturing (Ib). Nov. 15.6 15.7 17.2 13.6 | there is little factual evidence that workers are 
Employees, Manufacturing (b). Nov. 59 59 58 ae | leaving war plants voluntarily to take jobs in 
UNEMPLOYMENT (cb) m Nov 0.7 0.6 0.9 3.3 civilian factors, On the contrary, Bureau of Labor 
7 : ‘ ; figures show that fewer workers of recent months 
have left war plants than have qu’t 2 wade 
factories; but that more have been discharge 
yg teri re (Ib4) — bi hd ae - (probably owing to contract terminations). 
Ne od ble ol a 113 113 oe 190 looks a little like a smoke screen raised to cover 
FACTORY PAYROLLS (ib4) | Oc, os 32 «| ge PO ee ee oe 
FACTORY HOURS & WAGES (Ib) viele: 
nr ie Oct. 45.6 44.9 45.4 40.3 
ourly Wage (cents sicameos Oct. 103.1 103.1 98.8 78.1 ; A 
Weekly Wage (S$) * A 46.98 46.25 4486 ° 31.79 In round numbers, government spending in 


the 1944 calendar year reached a new high at 
$97 billion, against $88 billion in 1943 and less 





PRICES—Wholesale (Ib2) 
ei |S ae 


than $10 billion in 1939, Net receipts, mostly 
Dec. 30 104.7 104.6 103.0 92.2 | taxes, also set a record at $45 billion, compared 
Oct. 139.3 139.3 135.4 116.1 with $34.5 billion in 1943 and $5 billicn in 
1939. Last year's deficit of $52 billion, however, 





COST OF LIVING (Ib3) 
Food 
Clothing 
Rent 











was $1.5 billion less than for 1943. War expendi- 





RETAIL TRADE 
Retail Store Sales (cd) $b ____ 
Durable Goods 
Non-Durable Goods ee 
Dep't Store Sales (mrb) $b —___ 
Chain Store Seles (ca) 








Nov, 126.5 126.4 124.2 110.2 tures, including lend-lease, tota'ed $91 billion— 

Nov. 136.5 136.4 137.3 113.1 | $6 billion more than in 1943. The Federal gross 

Nov. 141.8 141.7 132.5 113.8 debt climbed to $231 billion—$65 billion higher 

Nov. 103.2 108.2 108.0 107.8 | than at the close of 1943; but the Treasury ended 
the year with a working balance of $22 billion. 

Oct. 6.05 5.89 5.79 4.72 on ae 

Oct. 0.89 0.82 0.85 1.14 

, A : ; 
— < ead pa red The 1945-6 budget has been set tentatively 
Nov. 206 196 187 151 at about $83 billion, including around $70 billion 


for war expenditures, It may be less if Germany 





MANUFACTURERS’ 


yields in the first half. There will probably be no 
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New Orders (cd2)—Total____ Oct. 319 299 284 212 change in tax rates until after V-E day. Then 
Durable Goods _ Oct. 460 429 421 265 War Mobilization Director Byrnes, with the Presi- , 
Non-Durable Goods Oct. 229 215 197 178 dent's backing, would accelerate time allowances 
—— a _ = na be for depreciation, pay part of the excess profits 
urable Goods ct. : : ; : 
Non-Durable Goods Od. 209 198 191 155 tax immediately to provide funds for reconversion, 
and raise the excess profits tax exemption from 
BUSINESS INVENTORIES—Sb $10,090 to $25,000 to help small concerns get 
End of Month (cd)—Total Oct, 27.8 277 28.6 26.7 | started on the transition. New Dealers would like 
Manufacturers’ Oct. 17.0 17.1 17.8 15.2 | Congress to freeze the present 1% social 
——— i 4.0 4.0 4.0 4.6 | security tax rate indefinitely, financing future 
tailers ec. 6.8 66 6.8 7.2 ‘cl 
Dept. Store Stocks (rb2).0.. Oct, 155 161 153 139 RE See ee, 
New | 
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PRODUCTION AND TRANSPORTATION 



























































Latest Previous Pre- 
Wk.or Whkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—1—pc Dec. 30 158.0 156.8 157.8 141.8 : 
(M. W. S.)—le_np___ | (ee. 30s«169.3 168.0) «167.6 = 146.5 (Continued from page 426) 
INDUSTRIAL PRODUCTION (rb3) Nov, 232 232 247 174 _The sixth war loan topped its quota of $14 
Durable Goods, Mfr. Nov. 342 345 376. 215 billion by 54% for a total of $21.6 billion, a 
Non-Durable Goods, Mfr. Nov. 172 169 180 14] new high record. This enables postponement of 
the seventh loan drive to May or June. 
CARLOADINGS—t—Total Dec. 30 585 762 643 833 
Manufacturers & Miscellaneous__ Dec. 30 296 376 299 379 igh ds 
Mdse, LC. L, Dec. 30 83 101 88 156 
Coal Dec. 30 116 157 147 150 
Grain — > * » bo The Federal Reserve Board may soon ask Con- 
ELEC. POWER Output (K.w.H.)m Dec. 30 4,226 4,617 4,337 3,269 gress to lower the legal reserves which Federal 
reserve banks must maintain against their notes 
SOFT COAL, Prod. (st) m Dec. 30 8.3 10.9 10.5 10.8 in circulation and deposits—perhaps to a uni- 
Cumulative from Jan. 1 —__ Dec. 30 620 612 590 446 form 25% for each, At the present rate of ex- 
Stocks: "En@ Mos: <2. Nov. 64.0 65.1 60.1 61.8 pansion in circulation and deposits, the system's 
reserves by mid-1945 would drop to the present 
ee m —" an 47 1% “ri legal minima of 40% against notes in circula- 
} i ‘i "ad oly ——___— ah 3 : : : : tion and 35% against deposits. Prior to Pear! 
Fuel Oil tr i = ay so a. pp Harbor, reserves in the form of gold certificates 
vel Oil Stocks ec. : : “ ; d 90% of t a d it 
Heating Oil Stocks __._____ | Dee 30 39.50 40.85 41.73 54.85| pe ty ae, ee ee 
LUMBER, Prod. (bd. ft.) m Dec. 30 220 372 243 632 | 
Stocks, End. Mo. (bd, ff.) b —_ Dec. 3.4 3.8 3.5 12.6 | wt 
STEEL INGOT PROD. (st.) m Dec, ae | 
Cumulative from Jan. | Dec. 89.4 82.1 88.8 74.69 In presenting below our customary first-of-the- 
| year revision of the common stock index, it 
ENGINEERING CONSTRUCTION occurs to us that students of this Index may be 
AWARDS (en) $m Jan. 6 28.8 23.2 21.6 93.5 pleased to note that the 1945 tabulation em- 
Cumulative from Jan, | —______ Jan. 6 29 1,730 22 5,692 braces 290 active issues—7 more than last year— 
MISCELLANEOUS in order that the Index may continue to cover 
Paperboard, New Orclers ‘st)t Dec. 30 102 126 12i 165 nil ki rg 80% of pe — volume - — a 
Machine Tools, New Orders—sm Nov. 57.6 57.2 31.6 80.0 . ek A cancanigs wer i eee re A : re 
Hosiery Production (pairs)m Nov. 144 140 148 150 pigs or ig poi guar gts a 
Cigarettes, Domestic Sales—b Nov. 20.6 19.8 24.3 yal oe brow — =< poo Si Ai 
Whiskey Withdrawals (tax gals.)m Nov. 6.3 6.1 5.6 8.1 ET Se: Soe NN ey ee 
o, Stocks, End Mo. Nov. 324 333 392 506 








ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
Dep't., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't., (1935-9—100) using Labor Bureau and other data. 
en—Engineering News-Reord. I—Seasonally adjusted index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—1!00. Ib3—Labor 
Bureau, 1935-9—100. |b4—Labor Bureau, 1939—100. m—RMillions. mpt—At Mills, Publishers & in Transit. mrb—M. W. S., using F. R. B. 
data. np—Without compensation for population growth. pc—per capita basis. rb2—Fderal Reserve Bord, adjusted index Mo.) 
1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. 
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No. of ———-_ 1944-5. Indexes ———_——- (Nov. 14, 1936, Cl.—100) High Low Dec. 30 Jan. 6 

Issues (1925 Close—100) High Low Dec.30 Jan. 6 100 HIGH PRICED STOCKS... 74.47 62.77 73.59  74.47F 

290 COMBINED AVERAGE 106.7 79.5 105.0 106.7G 100 LOW PRICED STOCKS 114.94 75.33 112.22 114.946 
4 Agricultural Implements _.. 178.9 148.6 166.9 166.5 6 Investment Trusts 45.9 34.0 44.7 45.96 
10 Aircraft (1927 Cl.—100) 171.4 118.5 161.0 171.4A 3 Liquor (1927 Cl.—100) 404.7 291.4 391.0 404.7Z 
6 ae Lines (1934 Cl—100) 585.9 421.9 585.9Z 582.4 8 Machinery _.... 138.7 105.2 138.6 139.76 
5A a an) Jeger 68.2 83.5 82.7 2 Mail Order _...... oS SO 82.5 100.0 99.0 
13 Automobile Accessories ..... 183.9 119.0 179.3 178.2 3 Meat Packing ............ 73.0 55.5 68.6 73.06 
12 Automobiles ... . 34.3 17.6 33.6 34.0 11 Metals non-Ferrous .. 152.7 116.4 149.0 152.7A 
3 Baking (1926 cl —100) . a Soe 12.9 14.3 14.3 Oe ee 20.0 12.9 19.4 19.5 
3 Business Machines .... «423.3 171.9 223.3G 221.3 22 Petroleum 147.2 121.3 142.5 147.26 
2 Bus Lines (1926 Cl.—100) 138.1 101.9 125.5 138.1T 19 Public Utilities me 59.9 48.7 45.4 46.5 
4 Chemicals ...... 197.6 176.0 189.2 193.5 5 Radio ‘1927 Cl.—100) 31.1 21.5 27.9 28.1 
4 Communication 000. 78.3 57.1 73.5 74.5 7 Railroad Equipment ...... = 71.3 51.5 70.4 69.7 
13 Construction 43.0 33.3 42.3 42.5 21 Railroads 24.5 14.1 23.7 24.56 
7 Containers 286.4 220.1 276.5 282.1 2 Shipbuilding _ «107.7 70.3 105.5 104.0 
8 Copper & Brass 77.9 62.5 75.3 77.9A 3 Sof Orinks —...._........... 433.6 305.2 433.6Z 417.2 
2 Dairy Products 00. = 49.3 38.6 47.6 49.3N 12 Steel & Iron 00. B43 65.7 82.8 84.3D 
5 Department Stores 41.6 28.2 41.2 41.3 ECE aoe 58.1 41.7 58.10 57.0 
5 Drugs & Toilet Articles 125.1 81.0 121.8 125.1 7A) Ce eee eee Meaeemaseereena 7 (7 160.7 173.5 176.6 
2 Finance Companies 248.9 216.1 223.1 222.1 3 Textiles ........... Ce ML 48.0 58.5 58.7E 
7 Food Brands .... ww. «141.7 123.1 134.5 136.9 3 Tires & Rubber 34.1 25.4 34.1P 34.0 
2 Food, Stores 22.2... 2. S61 46.5 56.1D 56.1 5 Tobacco 74.2 60.2 67.5 68.1 
4 Furniture a 83.8 56.4 83.3 83.8G 2 Variety Stores 259.3 219.7 256.6 257.7 
3 Gold ‘Mining —................. 1075.2 879.8 938.3 992.7 21 Unclassified (1943 Cl—100) 140.1 98.7 137.9 140.1A 











New HIGH since: A—1943; D—1940® E—1939; F—1938; G—1937; N—1931; P—-1930; Q—1929; T—1926. Z—New all-time HIGH. 
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Trend of Commodities 


Cotton and rye have been strong since our last issue, 
and wheat rose to a new seasonal high. Freezing weather 
in the corn belt stiffened prices for that leading feed grain. 
The grain trade does not look for a glut of corn on the 
market this season, despite last year’s record harvest. Nor- 
mally about 8 of every 10 bushels raised is consumed on 
the loom: Of the remainder this year substantial amounts 
will go into whiskey making, be shipped on lend-lease and 
stored in now near empty bins. Domestic food diet this year 
will be ample, but monotonous. Plenty of cereals, eggs and 
milk, but less meat, butter, canned milk and sugar. Canned 
fruit and vegetables, chickens, will be very scarce. Fresh 
vegetables will be scarcer this winter: more plentiful later. 
Candy makers look for a 12%, cut in their sugar allowance 


for civilian confections during the first quarter; but army! 


needs will be supplied fully. Owing to reduced production 


of poultry and livestock this year feed supply will be ample.| 
Output of fats and oils will be sharply lower than last) 
year's record. Hog crop last year was 29% under 1943.) 
To encourage production of heavier lard-yielding swine,) 


flected 


the ceiling price on heavy hogs has been raised 75c to a 
top of $14.75 a 100. Hog marketings this year are expected 
to be 25% under last year. Soap makers are already hav. 


ing trouble in buying tallow. Flaxseed production this year! 


may be 55%, below last year; yet, despite the threatened 
oil shortage, farmers are already organizing to block coco- 
nut oil imports from the Philippines. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1 Yr. Dec. 6 
Jan.6 Ago Ago Ago Ago Ago 1941 
183.1 182.9 182.5 183.1 182.2 179.1 156.9 
168.7 168.7 168.7 168.7 168.4 167.7 157.5 
193.1 192.6 191.9 193.0 191.7 186.9 156.6 


COMMODITY FUTURES INDEX 


¥. OcT. 


28 Basic Commodities 
11 Import Commodities 
17 Domestic Commodities 





NOV. OEC. 
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Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High 98.66 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low .. 97.97 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
438 


Date 2 Wk, 1 Mo. 3 Mo. & Mo. 1 Yr. Dec. 6 
Jan.6 Ago Ago Ago Ago Ago 1941 
7 Domestic Agricultural. 224.8 223.5 222.4 225.4 224.1 218.5 163.9 
12 Foodstuffs . 207.7 207.2 207.0 208.4 207.4 206.4 199.2 
16 Raw Industrials . 166.4 166.3 165.8 166.0 165.2 160.8 148.2 


RAW MATERIALS SPOT INDEX 


T. OCT. 
100, 





NOV DEC 
































14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec, 6, 1941—85.0 


1945 1944 1943 1942 1921 1939 1938 1937 
High ... .969 97.6 96.0 89.1 85.7 78.3 65.4 91.5 
Low . 96.7 949 89.3 86.1 74.3 61.4 57.5 64.7 


THE MAGAZINE OF WALL STREET 


uy 











Ana 
F 





(Ce 
featur 
ize eal 
riods, 
good } 
cal ye 


profit 
thoug! 
ized b 
payme 
1942-4 

The 
at 24: 
221/9) 
been 1 
terest 


' advan 


nearly 
than — 
Jones 
the $ 
past t 
libera! 


- sue 0: 


the ¢ 
there 
divide 
vear. 

The 
the pc 
port ¢ 
price 
mit b 
of the 
attrib 
ing ex 
Snows 
quida' 
tories 
table 
result 
taxes 
being 

Chi 
has a 
Its pi 
incluc 
linter, 
meal, 
seed I 
poulti 
meat 
while 
sold y 
der t 
are s¢ 
furnit 

Bas 
ony ¢ 
Wess 
less | 
curre 
comp: 
its oO] 
than 


JANI 





rmy | 


tion 
ple. 

last 
943, 


ine, | 


cted 
1av- 


year} 
ned| 


CO- 


ec. 6 
941 
63.9 
99.2 
48.2 











Analysis of Vegetable Oil 
Processing Industry 





(Continued from page 427) 
feature doubtless helps to stabil- 
ize earnings somewhat in bad pe- 
riods, but also decreases them in 
good years. Earnings for the fis- 
cal year ended last August re- 
flected a substantial decline in 
profit margins due to rising costs, 
though this was somewhat equal- 
ized by a drop in excess profit tax 
payments from $7,182,000 in 
1942-43 to $2,140,000 in 1943-44. 

The stock is currently selling 
at 2414 (1944-5 range is 255%- 
2214) and obviously there has not 
been much recent speculative in- 
terest in the issue. However, the 
advance from the 1943 low is 
nearly 40%, somewhat better 
than the 30% gain in the Dow- 
Jones average. The yield based on 
the $1.50 dividend rate of the 
past two years is 6.1%, which is 
liberal for a semi-investment is- 
sue of Wesson’s calibre. Despite 
the decline in share earnings, 
there was a 52% margin over the 
dividend rate in the last fiscal 
vear. 

The cqmpany should benefit in 
the post-war period by heavy ex- 
port demand, and modification of 
price ceilings would doubtless per- 
mit better profit margins. Some 
of the decline in profits has been 
attributed to the necessity of us- 
ing expensive glass containers for 
Snowdrift, together with the li- 
quidation of large low-cost inven- 
tories to help relieve the vege- 
table oil shortage, which in turn 
resulted in large excess profits 
taxes (an adjustment of which is 
being sought). 

Chickasha Cotton Oil Company 
has a business dating from 1900. 
Its products are well diversified, 
including cottonseed oil, cotton 
linters, baled cotton, cottonseed 
meal, cottonseed cake and cotton- 
seed hulls and mixed livestock and 
poultry feed. Cotton oil is sold to 
meat packers and soap makers, 
while meal, cake and feeds are 
sold principally to consumers un- 
der trade names. Cotton linters 
are sold to makers of mattresses, 
furniture, automobiles, etc. 

Based on sales, the company is 
ony about one-sixth the size of 
Wesson Oil, and growth has been 
less rapid, assets being smaller 
currently than in 1929. While the 
company ranks as number two, 
its operations are much smaller 
than those conducted by some of 
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the big packing and soap com- 
panies. In 1943, the company be- 
gan the handling of peanuts which 
are now being grown in its terri- 
tory (western Oklahoma and 
northern Texas). 

The company is known as a low 
cost producer of cottonseed oil, 
but nevertheless the profit mar- 
gin is much smaller than that of 
Wesson — only 2.8% in the year 
ended June 30, 1944. However, 
the company’s capitalization con- 
sists only of 255,000 shares, 
which fact helps to balance the 
highly erratic trend of net income. 
The company was moderately in 
the red in 1932, 1937 and 1939. 
The best record of recent years 
was $1.97 in 1942 (compared with 
$3.77 in 1929 and $3.28 in 1934). 
While earnings in the year ended 
June 30, 1944 dropped to 59c, the 
company has stabilized dividends 
at the $1 level. With its strong 
working capital position ($15.86 a 
share as of June 30, 1944) the 
company evidently feels confident 
that this dividend rate can be 
maintained regardless of earn- 
ings, as four quarterly payments 
of 25c each were declared last 
October for 1945 (following a 
similar policy in the previous 
year). 

The stock is currently quoted 
around 1614 to yield about 6.0%. 
The price-earnings ratio is 27 
compared with 11 for Wesson. 
Apparently the heavy working 
capital per share is an important 
price determinant; Wesson does 
not enjoy this advantage since net 
working capital is very small after 
allowing for the preferred stock. 
However, because of its more 
rapid growth, better profit mar- 
gins, greater diversification of 
products and heavier capital lever- 
age, Wesson appears to be the 
more attractive issue. 

Archer-Daniels-Midland is com- 
parable in size with Wesson Oil 
so far as assets are concerned but 
sales for the fiscal year ended 
June 30th amounted to $195,000,- 
000, about 62% larger than Wes- 
son’s. The company is a leading 
producer of linseed oil and soy- 
bean products, but as already 
noted, it is heavily in the grain 
and feed business as well as in 
vegetable oils. The company’s 
flaxseed processing plants in the 
Middle West and New Jersey have 
a capacity for handling 15,000,- 
000 bushels of flaxseed per an- 
num, and grain elevators can 
handle over 50,000,000 bushels of 
wheat. (Please turn to page 440) 


NOTE—/jrom time to time in this space, 
there will appear an advertisement which we 
hopé will be of interest to our fellow Amer- 
icans. This is number fifty-four of a series. 
ScHENLEY Distitters Corp., NEw YorK 


‘The 
University of Captivity” 


Sometime ago we wrote an article en- 
titled, “Prisoner of War,” in which we 
wondered how a book on advertising 
had gotten into a German prison camp 
where an American boy, a prisoner, was 
studying it. He was interested in tak- 
ing up advertising as a career after the 
war. 


We are indebted to a number of good 
people for dispelling the mystery of how 
this book and many others find their 
Way into German prison camps, where 
our American boys are avidly studying 
them. 


In a recent letter, Mr. David M. 
Church, Director of Public Relations of 
the National War Fund, tells me that 
the WAR PRISONERS AID, Y.M.C.A., 
which is a participating service of the 
National War Fund, has shipped nearly 
150,000 books to prison camps in Eu- 
rope during the past year. Many of 
these books are textbooks and many of 
them were specifically requested by 
American war prisoners who are con- 
tinuing their studies which were inter- 
rupted by the war. 


Mr. Church also tells me that they 
hold regular classes with teachers 
drawn from their own ranks. These 
classes and other recreational activities 
are furthered by neutrals, and by WAR 
PRISONERS AID. The classes are 
aptlv called, “The University of Cap- 
tivity.” I find also that the University 
of London gives credit toward degrees 
for work done in prison camps, and it is 
hoped that American educational insti- 
tutions may make similar arrangements. 
One of the happiest bits of news that has 
reached this writer since the war began 
comes from a Y.M.C.A. official from 
Sweden, who recently visited prison 
camps in Germany. In one camp alone 
he found thirty-five classes in session 
with a total attendance of one thousand 
men. 


To Dad and Mom who have a boy in 
a prison camp, may I say—Salute to 
your lad—and be of good cheer! 


MARK MERIT 


of ScHENLEY DISTILLERS Corp. 


PS. Yes. 
Hold ’Em! 


.. War Bonds! Buy ’Emand 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Avenue, N. Y. 1, 
N. Y. and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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This advertisement is not, and is under no circumstances to be construed as, an offering 


of these Bonds for sale or as a soli 


such Bonds. The offering is made 
NEW_ISSUF 


citation of an offer to buy any of 


only by the Offering Circular. 


$51,782,000 


The Pennsylvania Railroad Company 
General Mortgage 314% Bonds, Series F 


To be dated January 1,° 1945 


only such dealers participating in 


Kuhn, Loe 
Blyth & Co., Inc. 
Goldman, Sachs & Co. 


Lazard Fréres & Co. 
Stone & Webster and Blodget 


Incorporated 
Drexel & 


A. G. Becker & Co. 


Incorporated 


Hallgarten & Co. 
Paine, Webber, Jackson & Curtis 








Merrill Lynch, Pierce, Fenner & Beane 


W. E. Hutton & Co. 
E. H. Rollins & Sons 


Incorporated 
New York January 10, 1945 


PRICE 101.689% AND ACCRUED INTEREST 


| Copies of the Circular dated January 9, 1945, describing these Bonds and givin. | 
information regarding the Company may 


these Bonds under the securities law of such State. 


Harriman Ripley & Co. 


Incorporated 


Hemphill, Noyes & Co. 


To mature January 1, 1985 





be obtained in any State from 


this issue as may legally offer 


b & Co. 
The First Boston Corporation 


Kidder, Peabody & Co. 
Salomon Bros. & Hutzler 


Union Securities Corporation 
Co. Eastman, Dillon & Co. 


Hornblower & Weeks 
R. W. Pressprich & Co. 
F. S. Moseley & Co. 


Lee Higginson Corporation | 
White, Weld & Co. 














== 





Because of the company’s well 
diversified business, the heavy in- 
ventory risks resulting from car- 
rying so many volatile raw mate- 
rials have been well handled thus 
far, and the company has tried 


to minimize risks by hedging 
when possible. It was able to keep 
out of the red in1932, and earn- 
ings have shown a fairly steady 
uptrend, aided by rising profit 
margins as well as a substantial 
gain in gross (now nearly triple 
that of the prewar period). Divi- 
dends (paid since 1927) have been 
held to the conservative level of 
$2 in recent years, though a 50c 
extra was paid in 1944. Assuming 
that $2.50 is paid again this year, 
the stock at its current level 
around 53 yields 4.7. Capitali- 
zation ($1,000,000 bank loan and 
544,916 shares of common) is con- 
servative, net working capital is 
excellent (about $39 a share), and 
book value has shown a steady 
gain from $27.83 in 1932 to 
$64.84 on June 30, 1944. Stock- 
holders are protected against fu- 
ture earnings drop by the sub- 
stantial income taxes which last 
year amounted to over $23 a 
share; Archer (through its paint 
business) has probably benefitted 
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from war business more than 


those companies which are only 
in the food business. The stock is 
currently selling at only about 6.2 
times earnings, which seems con- 
servative in view of the excellent 
growth record. 

Spencer Kellogg and Sons, Inc., 
is similar to Archer-Daniels-Mid- 
land but appears to be more heav- 
ily in the paint and _ varnish 
branch of the vegetable oil busi- 
ness, though it does some busi- 
ness in stock feeds and soybean 
oils. Its principal products in the 
order of normal importance are 
linseed, cocoanut, tung, soybean 
and castor oils. But with imports 
of tung oil and cocoanut oil from 
the Orient greatly curtailed, lin- 
seed oil now accounts for more 
than half of sales and soybean oil 
has also grown in importance. A 

2,000,000 solvent plant (for ex- 
tracting oil from soybeans) is to 
be constructed in Ohio. The com- 
pany’s output is used by the paint, 
linoleum, printing ink, soap, 
chemical, food and other indus- 
tries. In 1948, the company de- 
veloped a new castor oil base oil 
as a substitute for China Wood 
oil (formerly imported). 

The company has had a good 


growth record, revenues in the 
year ended September 2, 1944 
amounting to over $94,000,000 
compared with $17,000,000 in the 
previous year and $14,000,000 in 
1933. Profit margins have also 
gained though heavy taxes have 
retarded earnings. In the fiscal 
year 1944, share earnings were 
$3.54 compared with $2.93 in the 
previous year (before contingency 
reserve). 

Capitalization consists of a 
small bank loan and_ 611,055 
shares of common stock, about 
70% of which is closely held. Net 
working capital amounts to about 
$19 per share and book value 
about $36 a share, compared with 
the current market price around 
35. The company has paid divi- 
dends since 1913, the rate varying 
from year to year; in general the 
policy ‘seems to be to pay out 
about two-thirds of earnings. 
$1.80 was paid in 1943 together 
with a 20 stock dividend, and 
the $1.80 rate has been main- 
tained in 1944 (equivalent to 
$2.15 on the old stock basis). The 
stock sells at about 10 times earn- 
ings, with a dividend yield of 
5.15%. ’ 

While there is little speculative 
interest at the moment in the 
vegetable oil stocks, they offer at- 
tractive yields and, particularly in 
the case of Wesson, interesting 
postwar possibilities. 





Changing Character Of 
Today’s Stock Market 


(Continued from page 411) 
the stockholders of good operat- 
ing companies have benefitted 
much from Federal intervention 
in their affairs. Stockholders still 
owning equities in holding com- 
panies will ultimately discover 
warrantable values for their 
stocks. It would be impossible for 
anyone to predict what price levels 
may evolve as a result of liquida- 
tion not yet accomplished. It 
should be borne in mind, however, 
that in many cases the investment 
portfolios of holding companies 
are of unusually good quality. The 
SEC has at least given a greater 
speculative value to utility hold- 
ing company stocks than perhaps 
they ever validly enjoyed. 

In a broader sense, the impact 
of SEC intervention in security 
markets must of course be viewed 
jointly with influences from other 
quarters of the Government, and 
some of these in the past years 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office 





55 WALL STREET 


New York 





Condensed Statement of Condition as of December 31, 1944 


Including Domestic and Foreign Branches 








ASSETS 


Cash and Due from Banks and Bankers...... 
United States Government Obligations (Direct 
or Fully Guaranteed) 
Obligations of Other Federal Agencies. 
State and Municipal Securities.............. 
Other Securities..... : 
Loans, Discounts, and Bankers’ “Acceptances . ss 
Real Estate Loans and Securities............ 
Customers’ Liability for Acceptances......... 
Stock in Federal Reserve Bank.............. 
Ownership of International Banking Corpora- 
LEGS Sena nae: AUP htt: UI Ia 0a ee 
Bank Premises. 


Items in Transit with Branches. . ; . ; : ; : : : ; . 

OEREER AGREES 3 ois ore Si CAE EO Oe wee eee een 

OG 6 Se eas Bice candceWesmee es 
LIABILITIES 

OSH is Sic tc ents atws asc caceuttn Sahoo Salen 


(Includes United States War 
Loan Deposit $744,588,040) 

Liability on Acceptances and Bills. . $11,382,342 
Less: Own Acceptances in Port- 


ROO sikh Co ee GRY 2,329,970 


Reserves for: 
Unearned Discount and Cther Unearned 
6573179 Co Ree ee een Pe eo ee 
Interest, Taxes, Other Accrued Expenses, etc. 
UNCC set. et tn che ey stata ceded testa ale eons 





CPST || Ne AS ne ge $77,5C0,000 
SUG 3) C0 er ee 122,500,000 
Undivided Promts.:< i0.s os ceness 28,610,465 

TONE I is Stayer ilo Bo kbc See a RMS 


(In Dollars Only—Cents Omitted ) 


$ 871,882,875 


2 409,240,200 
41,379,228 
113,873,052 
69,889 628 
901,401 .243 
5,488,617 
7,433,420 
5,850,000 


7,000,000 
30,795,901 
3,326,442 
2,122,859 


%, 4€9,686,465 





$4,205,072,012 


9,052,372 


1,452,707 
21,468,909 
4,030,000 


228.610,465 


$44 469, 686, a 


Figures of foreign branches are included as of December 23, 1944, except those 
for enemy-occupied branches which are prior to occupation but less reserves. 


$924,380,614 of United States Government Obligations and $6,846,830 of 
other assets are deposited to secure $881,338,109 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


DIRECTORS 


GORDON S. RENTSCHLER 


Chairman of the Board 
W. RANDOLPH BURGESS 
Vice-Chairman of the Board 


WM. GAGE BRADY, JR. 
President 


SOSTHENES BEHN 
President, International Tele- 


phone and Telegraph Corporatio 


CURTIS E. CALDER 


Chairman cf the Board, Electri: 


Bond and Share Company 
GUY CARY 
Shearman & Sterling 
EDWARD A. DEEDS 
Chairman of the Be oard, The 
National Cash Register 
Company 
CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 
| 
| A. P. GIANNINI 
Chairman of the 
America National Trust and 
Savings Association 
| JOSEPH P. GRACE 
| Chairman of the Board, 
| W. R. Grace & Co 
JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 
AMORY HOUGHTON 
H Chairman of the Board, 
Corning Glass Works 
GERRISH H. MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 
ERIC P. SWENSON 
S. M. Swenson & Sons 
GERARD SWOPE 
Honorary President, General 
Electric Company 
*REGINALD B. TAYLOR 
Williamsville, New York 


*ROBERT WINTHROP 
Robert Winthrop & Co. 


*Serzving with the armed forces, 


Board, Bank of 
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NATURE'S PERFECT DRINKING WATER. .RIGHT IN YOUR HOME 


Why, asad 


CHLORINE DIOXIDE... 
and Other Mathieson 
Developments of 1944 


hive?) Reproduced above in black and 
ve Bi white is the illustration in the 
“aes” Mathieson four-color advertise- 
ment now appearing in FORTUNE mag- 
azine. The advertisement tells of a notable 
achievement by Mathieson’s technical 
staff—the development of an amazing new 
technique for removing objectionable 
tastes and odors from public water sup- 
plies by the use of chlorine dioxide pro- 
duced from Mathieson’s sodium chlorite. 

This remarkable new reagent, with 2% 
times the oxidizing power of chlorine, is 
the latest ofa series ofimportant Mathieson 
developments announced during 1944. 
Others include dichlorostyrenes and their 
polymers from which Mathieson synthetic 
rubber and plastics are now being ob- 
tained; dry sodium methylate from which 
vitamins and sulfa drugs are being pro- 





duced; addition of Mathieson synthetic 
salt cake to the green liquor in the kraft 
paper recovery process, promising revo- 
lutionary improvements in kraft pulping 
operations; use of bicarbonate of soda to 
remove Caustic in textile and other pro- 
cesses, thus eliminating the use of acid; 
and the Mathieson textile steamer, which 
eliminates kier or jig scouring and re- 
duces fabric processing time. 

In 1945 as in 1944, Mathieson’s tech- 
nical staff will be busy in the laboratory 
and in the field helping industry to work 
out new and improved products and pro- 
cessing methods by the aid of Mathieson 
Chemicals. 


THE MATHIESON ALKALI WORKS (INC.) 
60 East 42nd Street, New York 17, N.Y. 


athieson 


Chlorine Dioxiae .. . Caustic Soda... Soda Ash... 
Bicarbonate of Soda... Liquid Chlorine . . . Ammonia, 
Anhydrous & Aqua ... HTH Products . . . Fused Alkali 
Products . . . Synthetic Salt Cake... Dry Ice... Car- 
bonic Gas...Sodium Chlosite Products... Sodium Methylate 








have not sat too well with the 
business community. Moreover, 
the SEC has often been accused 
of being too high-handed, too 
technical, even occasionally unin- 
formed. The decline in volume of 
new venture capital and in secur- 
ity trading was a natural conse- 
quence. However, this is more 
than balanced by the fact that 
the SEC has instilled in the public 
mind a new measure of confidence 
in our security markets. The mar- 
gin regulations which the Com- 
mission imposed on security ex- 
changes have mede for stabler 
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markets and together with strin- 
gent trading regulations pre- 
vented renewed excesses in secur- 
ity trading. Every investor, and 
especially the small investor, has 
greatly benefitted therefrom, for 
while the “lambs” are still being 
shorn in the market, as they al- 
ways will be, mostly due to their 
own inexperience and lack of cau- 
tion, the process nowadays is not 
quite as easy as it used to be. 
All in all, the SEC after ten 
years of operation has proved its 
value and there are few indeed 
who would advocate its dissolu- 
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tion. By Safeguarding the invest.) 
ing public, it has earned the lat) 


ter’s thanks and appreciation. By 
placing on a higher plane the en. 
tire securities business, by en. 
forcing ethical practices both in 
trading and underwriting, it has 
been of distinct benefit to the en- 
tire investment community. The 
SEC, in other words, has become 
accepted as a necessary and con- 
structive force. Unless its hands 
are unwisely extended in the fu- 
ture, it should continue to be ree. 
ognized as such and enjoy whole 
hearted cooperation from all quar- 
ters concerned. For even those 
who are prone to criticize every 
type of Government interference, 
are obliged to admit that the 
changed character of today‘s 
stockmarket, due to SEC controls 
and safeguards, is all to the good. 





How Increased Refunding 
Will Affect Security Yields 





(Continued from page 405) 


is whether or not the projected 
offerings of new bonds may act 
as a kind of safety valve for the 
bond market, reducing the spill- 
over of funds into equities. How- 
ever, on closer examination this 
would hardly appear much of a 
factor, for refunding is merely 
replacement, not an addition to 
existing investment media. A 
strong refunding wave with fur- 
ther marked narrowing of bond 
yields thus will certainly boost the 
demand for stocks. There need 
be little fear that new low-coupon 
issues, in turn, might remain neg- 
lected, ultimately making for a 
reversal of the downtrend in bond 
yields; they will continue to be 
snapped up, just as they are being 
eagerly bought today, particularly 
ed large and institutional inves- 
ors. 





National Income, Debt 
and Taxes 





(Continued from page 402) 


conscious, it will also become bud- 
get-conscious; therein, perhaps, 
lies one of our best hopes for fu- 
ture economy. 
Meanwhile we find ourselves 
with a huge amount of public 
purchasing power, accumulated in 
the form of savings and war 
bonds and forming the keystone 
of the inflationary problem espe- 
cially in the transition period. To 
(Please turn to page 444) 
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neutralize it, it will be necessary 
not only to retain, for a while, 
appropriate controls but, when 
the time comes, to speed to the 
utmost the return to peace-time 
production. We must stand ready 
to meet great inflationary pres- 
sures while this shift is being ac- 
complished. We must give assur- 
ance to the millions of bondhold- 


- ers that they will not lose by de- 


laying their purchases until am- 
ple supplies are again available, 
and as a further move, the Gov- 
ernment may well think it desir- 
able to retain nearly full war- 
time taxes, including perhaps a 
somewhat modified EPT on the 
theory that a drastic cut in Fed- 
aral expenditures does not justify 
premature tax reduction. 

Budget policy of course will be 
a paramount factor in our fight 
against inflation; if we lag in 
this, all our efforts elsewhere may 
be in vain. For unless the budget 
¢ balanced, banks would not only 
nave to absorb large bond sales 
by non-bank holders but also new 
issues needed to finance the defi- 
cit, thus aggravating the infla- 
tionary pressure by further in- 
treasing the already excessive 
money supply. A balanced budget, 
on the other hand, will encourage 
hondholders to retain their invest- 
ments, assured that the purchas- 
ing power of their money will be 
preserved. 

But what about the debt? 
Should it be repaid? Some fear 
that any debt reduction would be 
deflationary and cause unemploy- 
ment but a better case could be 
made for just the opposite con- 
tention, depending on how you 
look at it. 

Debt reduction of course im- 
plies continued heavy taxation 
but it also creates confidence. 
Secretary Morgenthau recently 
stated: “We have a big debt that 
must be paid off, and the quicker 
we do it, the better.” Both, those 
holding deflationary fears and 
those advocating quick debt re- 
payment, would seem to lean to 
the extreme. Partial debt repay- 
ment during a period of depres- 
sion would undoubtedly increase 
unemployment and deepen the de- 
pression though every period of 
prosperity would afford an oppor- 
tunity to pay off some of the debt 
without adverse effect on our 
economy. Debt reduction, just as 
tax policy, can be made a device 
for stabilizing our economy. Be- 
yond that, however, it would stim- 
ulate confidence, create a favor- 
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able business environment by ex- 
pectation of eventually lower 
taxes as the debt goes down. 
Debt reduction—despite the tax- 
burden it implies—may ultimate- 
ly be one of the best ways to stim- 
ulate spending, both individual 
and corporate, for it holds out 
hope for ultimately lower taxes. 
Deficit financing clearly doesn’t. 


With proper vision and wise 
economic policies, there is no rea- 
son why the debt should even- 
tually not be cut substantially, 
perhaps by one-half during the 
next generation. With steadily 
expanding national income, stem- 
ming from technological progress 
and economic expansion, the debt 
burden as such could, during such 
a period, be reduced nearly half 
even if nothing were actually re- 
paid. But if such an aim were 
sought, it would require that 
many millions of small income 
recipients be willing to become 
substantial holders of Govern- 
ment bonds. It would require that 
we tax ourselves heavily though 
in ways that would not under- 
mine maximum possible employ- 
ment. We could not do it unless 
we put a rising national income 
ahead of the pleas for special 
favors by self-seeking groups. We 
would have to have proper distri- 
bution of bond interest income as 
well as the tax burden, rather 
than the very considerable un- 
balance existing or threatening. 
In short, it would require a strict- 
ly economic rather than political 
approach to the debt problem, and 
that includes taxation as well. To 
that end tax policy must be rec- 
ognized as part of a flexible fiscal 
system and must be used wisely 
to supplement or curtail the flow 
of consumer and business spend- 
ing as conditions require. For the 
problem will be not only to avoid 
inflation but deflation as well. 


So far, we as a nation have not 
met the test of a big public debt 
too well. Individuals have saved 
more in cash than in Government 
bonds and our tax policy has been 
determined altogether too much 
by political rather than practical 
considerations. The problem of 
course is new to us but we must 
keep in mind that the real suc- 
cess of our war financing policy 
is not so much the amount raised 
but the amount subscribed by in- 
dividuals, in other words how 
much inflationary money has been 
absorbed. On the average, about 
half of the war-time rise of the 
Government debt has been fin- 


anced on a bank credit basis. 
Postwar stabilization and tax 
problems are bound to affect us 
in direct proportion to this ratio, 
for we must never forget that 
aes debt is a taxpayers’ 
ebt. 





Three Oil Companies 
Offering Broad Potentials 





(Continued from page 423) 
tion influences. That does not al- 
ter the significance of the tax 
considerations heretofore cited. 
Whatever the future proration 
controls, companies that come out 
of the war with the largest rela- 
tive increase in proven reserves 
and producing wells will have 
made the most significant and 
lasting gains. 

Atlantic Refining increased its 
crude output by about 18 per cent 
in 1943 or less than half Sun’s 
percentage. No later information 
is available. The company’s build- 
up of the crude oil end has been 


gradual. In 10 years from 1933. | 


to 1943 output increased from 28 


per cent of refinery runs to 51 | 


per cent. In five years 1939-1943. 
it increased from 35 per cent to 
51 per cent. Supplementing its 
domestic properties, Atlantic has 
recently begun to develop oil, on 
a participating arrangement, on 
Pentepec concessions in Vene- 
zuela. 

Texas has been so strongly sit- 
uated in crude production, and 
with such a sheltered tax posi- 
tion, that it has much less to gain 
relatively from expansion of 
crude oil resources than have Sun 
and Atlantic. Its ratio of crude 
output to domestic refinery runs 
in 1948 was about 83 per cent, 
against 74 per cent in 1939. ° 

Figures on proven reserves of 
underground oil are necessarily 
very rough estimates, and those 
given in the first line of the ac- 
companying table are as of the 
end of 1943, no later estimates 
being available as yet. As indi- 
cated in the table, estimated re- 
serves of Sun per common share 
are not far from twice as high as 
for Atlantic and about 23 per cent 
higher than for Texas. For an- 
other comparison, Sun’s are equi- 
valent to 12 times 1943 refinery 
runs, against about 7 times for 
Atlantic and 15 times for Texas. 

In the writer’s opinion, Sun’s 
shipbuilding interests, although 
important to it, should be a dis- 
tinctly secondary investment con- 
sideration. In 1943 this division 
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_ accounted for about $231 millions 
' of total gross or 43 per cent and 
| for about $3.6 millions of net pro- 


fit or 27 per cent, the profit mar- 


+ gin on its sales having been only 


1.57 per cent It probably was 
somewhat larger in ratio to gross 
operating income last year. 

What the post-war era holds 
for shipbuilding appears uncer- 
tain to say the least. A substan- 
tial part of the building program, 
especially in tankers (in which 
Sun first began to specialize back 
in those other war days of 1916), 
has been in vessels efficient 
enough for normal peacetime 
uses. Even though a great many 
inferior ships will be scrapped or 
tied up, we probably will come out 
of the war with a usable merchant 
marine so large that very little 
shipbuilding will be needed for a 
long time to come. 

Each of the companies dealt 


with in this discussion is a very: 


large enterprise, their combined 
assets exceeding $1,200,000,000. 
The aggregate of properties in- 
volved — including oil wells, oil 
lands, pipe line and other trans- 
port facilities, and retail and bulk 
stations — stretches over every 
state of this country and into for- 
eign lands. A fully detailed analy- 
sis of any one of them—much less 
all three — would require a book 
rather than a necessarily brief 
magazine article. For that reason 
the writer is concentrating almost 
entirely on a limited number of 
aspects that appear most perti- 
nent for investment consideration, 
leaving most of the detailed com- 
parisons —even then far from 
complete — to the accompanying 
statistical table. 

It may be noted that Atlantic 
has the highest book value per 
common share and that this stock 
is the only one of the three now 
priced very substantially below 
book value. The working capital 
position of all is strong, though 
Texas has considerably the high- 
est current ratio. In relation to 
gross business and common share 
capitalizations, the senior obliga- 
tions of Atlantic give this stock 
more leverage than is inherent in 
the other two. 


For six monhs ended June 30 
Atlantic’s gross operating income 
of about $135 millions was 45 per 
cent ahead of the comparable 
1943 period; and net of $2.71 a 
share, against 90 cents, suggests 
that 1944 estimate of $5.50 car- 
ried in the table is conservative. 
For the same period Sun’s gross 
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“Send thirty cable splicers immedi- 
ately”. . . that was the gist of an 
urgent request from the Army 
shortly after the Normandy break- 
through. 


The men were needed for build- 
ing communications lines behind 
the retreating Nazis. Signal Corps 
forces already there were doing a 
great job but they needed help — 
and quick! 

Many telephone men volunteered 
for this emergency overseas duty. 





IF YOU’RE WAITING FOR A HOME TELEPHONE we'd like to 
thank you for being so patient. You can be sure we are doing every- 
thing we can to make the widest possible use of available equipment. 





Member of Signal Battalion strings telephone cable beside bombed bridge. 
This is the type of work for which the Army needed civilian volunteers. 


Bell System Cable Splicers Flown to Europe 


A number were selected, granted 
leaves of absence, given physical 
examinations and flown across the 
Atlantic. 


There are 59,000 Bell men and 
women in uniform. Practically all 
the Bell System manufacturing fa- 
cilities are on war work. That’s the 
way we know you’d want it to be 
—even though it means waiting for 
home telephones. 


BELL TELEPHONE SYSTEM 








of $208 million was a gain of 
about 18 per cent and net of $2.67 
a share was an increase of ap- 
proximately 37 per cent, com- 
pared with about 100 per cent for 
Atlantic. For nine months to Sep- 
tember 30, with gross unstated, 
Texas Company earned $3.46 a 
share versus $2.68 for comparable 
1943 period, a gain of about 29 
per cent. 

If other things were equal, 
should the war in Europe end this 


year the net income of Texas 
could come down most because of 
its low tax rate—but other 
things are not equal. This consi- 
deration is more than offset by 
the greater leverage in Atlantic 
common, and this company would 
undoubtedly experience the sharp- 
est transitional shrinkage in net 
per share of the three. 

Atlantic is, of course, the most 
volatile of the three in market 
action, and for this reason, as 


445 











Would you like to 


WHAT check your invest- 
INVESTMENT het of issbson's? 


If so, clip this ad- 


POLICY vertisement, — it 
to us with a list 
N Ow? of 7 securities you 


own. We'll tell you 

whether our strategy 
is to Hold or Switch. No cost or obliga- 
tion. Write Dept. M-23. 


BABSON’S REPORTS 


Incorporated 


BABSON PARK 57, MASS. 





well as the fact that speculative 
investors always favor the lowest 
priced stock, it probably will out- 
distance the others in percentage 
gain, as it has for some time been 
doing, if there is further market 
rise this year. In cash income 
yield and over-all investment sta- 
tus, Texas offers the most, al- 
though like Atlantic it is right 
around its 1944 high. Sun is much 
the less active of the three and on 
many days there are no transac- 
tions in it. At recent prices it was 
but modestly above 1944 lows. For 
genuine long-term capital gain — 
with the added attraction of prob- 
able future stock dividends —it is 
the best bet of the three, and one 
of the best of all oils, in the 
writer’s opinion. 





Hotel Supply Firms Face 
Active Postwar Demand 





(Continued from page 425) 


facilities were converted to the 
production of ordnance items. 
This involved a complete stoppage 
of silver plating so essential to 
the replacement of many items 
used by hotels, and especially for 
table service. For the past half 
century the company has owned 
and operated over a dozen con- 
cerns formerly competing in the 
United States or in Canada. Capi- 
talization is not heavy, as there 
are only 50,000 shares of pre- 
ferred ahead of the outstanding 
91,198 shares of common. While 
there are no dividend arrears at 
present on the preferred, the com- 
pany has never displayed much 
long-sustained earning power. 
With the exception of boom years 
from 1926 to 1930, and during 
years covered by the present war, 
no dividends have ever been paid 
to holders of the common. The 
book value of the latter, however, 
has by degrees crept up to its 
present figure of $129.64, com- 
pared with a recent price of 103. 
Net sales of $17 million in 1940 
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JOHN MORRELL & CO. 


DIVIDEND NO. 62 
A dividend of Fifty Cents 
($0.50) per share on the 
capital stock of John 
Morrell & Co., will be 
paid January 31, 1945, 
to stockholders of record January 19, 1945, 
as shown on the books of the Company. 
Ottumwa, Iowa 





George A. Morrell, Treas. 











climbed to nearly $34 million in 
1943, as a result of war orders. 
Dividends of $6 paid in 1941 were 
reduced to $4 in 1942 and to $3 
in 1943. During 1944 the $4 rate 
was restored, with indications of 
net profits perhaps exceeding 
those of 1943 when $7.35 (before 
renegotiation) was reported per 
common share. The financial posi- 
tion of the company is very 
strong. $13 millions of current 
assets, including $5 millions of 
cash and securities, cover current 
liabilities of $2.7 millions. With 
working capital of over $10 mil- 
lions, and well assured of large 
post-war orders, the outlook of 
the company for some time to 
come has a good deal of promise. 
The next few years may give the 
common stock a better rating 
than it has ever previously en- 
joyed. 


Nationa] Enameling and Stamp- 
ing Co. manufactures a diversi- 
fied line of vitreous enamelled 
ware for kitchen and household 
use. The company was formed 
more than forty years ago as a 
consolidation of several concerns 
established in this field. In more 
recent years, the company broad- 
ened its output by the manufac- 
ture of stoves, portable ovens and 
heaters, electric roasters and cas- 
seroles. For industrial use, the 
company makes steel drums, gal- 
vanized items, and supplies for 
the oil business. The record of 
the company in the course of its 
long history has been quite spotty 
as regards both profits and divi- 
dends, but during the past four 
years, with Government orders 
swelling sales volume, results 
have been more satisfactory. Al- 
most all production has now been 


diverted from civilian to military 


use. With only one class of capital 
stock, consisting of 114,775 
shares, and no funded debt, the 
company appears somewhat un- 
dercapitalized for handling a cur- 
rent annual volume of over $20 
millions. With $3.9 millions of 
working capital, partly provided 
by use of a $3 million dollar V- 
loan, current ratio at the end of 


1943 was about 1.6%. On a nor- | 


mal pre-war volume of around $10 


millions, however, the current po- | 


sition might seem adequate. In 
the meantime, by borrowing a 
good deal of money at low rates, 
some leverage has been created 
for the common stock; 1943 earn- 
ings on the latter came to $4.18 
per share, with dividend of pay- 
ments of $2.8714 per share. Dur- 
ing 1944, similar dividends were 
declared. For the last four years, 
net profits have increased moder- 
ately, permitting appropriate dis- 
bursements, but in 1938 and 1939 
deficits were reported. An unusu- 
ally heavy post-war demand for 
the many essential products made 
by National Enameling and 
Stamping may serve to stabilize 
considerably annual sales volume 
for some years to come, with con- 
tinued benefit to the stockholders. 
The current book value of $77.37 
compares with recent price level 
of $40. Market prices for the stock 
have fiuctuated widely, over a pe- 
riod of years, in line with varying 
business fortunes of the company 
and cyclical trends. 


Simmons Co. is a leader in the 
manufacture of high quality beds 
and mattresses. The reputation of 
its Beautyrest bedding has been 
firmly established for many years. 
In normal times about 30% of 
sales volume was derived from 
distribution of textiles for room 
furnishings. The company does a 
business of international scope, 
with branches in various cities of 
the United States, as well as in 
England, Canada, Mexico and Ar- 
gentina. The only outstanding 
capital stock consists of 1,158,236 
shares, all of one class, and is 
subject to $9.5 millions of 4% 
debentures due in 1952. Pre-war 
sales of the company for a num- 
ber of years ranged from $34 to 
$44 millions, increasing during 
the war to over $65 millions in 
1948. For the past nine years, the 
company has paid out in dividends 
a liberal share of earned profits, 
ranging from $1 to $3 per share. 
The current dividend rate has re- 
mained $1.25 in spite of largely 
expanded sales volume, in view 
of excess profit taxes and narrow- 
ing profit margins on Government 
orders. The latter have increas- 
ingly displaced civilian orders and 
for the last two years represented 
over 90% of the company’s busi- 
ness. The metal manufacturing 
plants of the company, normally 
producing beds, have been largely 
converted to supply items of mili- 
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YOU CAN BUY 
$8,000 = V3". of Bonds 
Legal for Savings Banks or Trust Funds 


Paying $310 Annually 


Yield over 5% 
WRITE FOR INFORMATION 


SECURITY ADJUSTMENT CORP. 


Members New York Security Dealers Ass’n 
16 Court St., B'klyn 2, New York TR 5-5054 
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Che Board’ of Directors has this day de- 
clared the regular quarterly dividend of 
6834¢ per share on the $2.75 Preferred 
Stock of this corporation, payable Febru- 
ary 15, 1945, to stockholders of record at 
the close of business February 1, 1945. 
Checks will be mailed. 
A. SCHNEIDER, 

Vice-Pres. and Treas. 

New York, January 10, 1945. 











tary character, and will require 
corresponding readjustments in 
the period of reconversion. A 
large replacement demand already 
exists from the public for items 
such as are normally produced by 
the company and which for the 
duration of the war will be very 
difficult to obtain. Post-war busi- 
ness prospects seem bright for 
this concern. Recent quotations 
for the stock at around $40 com- 
pare with book value of $21.12. 
At the present dividend rate of 
$1.25, the yield is about 3% and 
future prospects seem to have 
been amply discounted at current 
price levels. 

Besides the companies dis- 
cussed, there are of course a good 
many others who likewise qualify 
as suppliers of the hotel industry 
but in most cases, their produc- 
tion is highly diversified with rel- 
atively less concentration of sales 
in the hotel field as such. Con- 
versely, the aforementioned com- 
panies are also important sup- 
pliers of the retail trade and stand 
to benefit proportionately from 
civilan backlogs generally. Hotel 
demand, however, should be ex- 
ceptionally good in the immediate 
postwar years. 


AS I SEE IT! 








(Continued from page 397) 


could work out her own salvation 
and not be obliged to depend vi- 
tally on any outside source. 

The British, fearful of losing 
out in the struggle, lashed out or 
appeased in turn. We were fast 
getting nowhere. And now, where 
there is still time, through unity 
at home we are given the most 
potent weapon that we could pos- 
sibly have to meet this critical 
situation. We hope that the meet- 
ing between the “Big Three” will 
not be postponed much longer and 
that the outcome will be construc- 
tive. The world has suffered too 
much to be content merely with 
a truce between World War 2 and 
World War 3. 
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Realistic Appraisal of Our 
Raw Material Position 





(Continued from page 417) 


90% of the world’s rubber (esti- 
mated at 1,390,000 tons in 1940), 
cut off this source of supply at 
one stroke. The United States 
Government immediately took ac- 
tion to promote the manufacture 
of synthetic rubber and stimulate 
rubber cultivation in the Western 
Hemisphere. So successful has 
this program been that our do- 
mestic needs are now filled by 
production of synthetic rubber 
from petroleum and alcohol. A 
minor source of wild rubber has 
been encouraged by extensive 
planting of the guayule shrub in 
thethe Southwest, but some four 
to six years must elapse before an 
appreciable contribution from it 
can be expected. 


Japan’s entry into the war also 
cut off the supplies of raw silk 
from United States. This defi- 
ciency has been met in part by 
the development of rayon and 
other textile and synthetic firbes 
which, even before the war, had 
displaced silk for many uses. A 
possible important source of natu- 
ral silk may be developed in Bra- 
zil, so that unless unforeseen po- 
litical factors intervene, a per- 
manent change in the source of 
supply of this commodity may be 
looked for. 

An instance of domestic pro- 
duction replacing a foreign source 
is afforded by tung oil which in 
former years was supplied by 
China exclusively. Now we have 
our own budding tung oil indus- 
try; the number of trees in the 
United States producing this oil 
(from tung nuts), increased from 
350,000 in 1930 to 18,000,000 in 
1942. 

As regards oils and fats, the 
chief deficiency occurred through 
the loss of Philippine coconut oil 
and copra. Growing domestic pro- 
duction of substitutes such as pea- 





nut and soy bean oils, however, 
proved sufficient to meet require. 
ments. There is no question that 
these new sources of supply are 
here to stay, if only in the inter. 
est of agricultural stability, there. 
by assuring our future self-suft. 
ciency in fats and oils. 


While it is true that in the field 
of minerals, especially, we can no 
longer look upon America as. an 
inexhaustible treasure house, this 
writer is inclined to discount the 
scare stories one frequently hears 
as to the immediate danger of 
serious depletion of our resources, 
It is definitely a very long-range 
peril, certainly not a nearby one 
although many experts question 
what may happen, had we to fight 
another war. Our deposits of cop- 
per, lead and zine have been and 
are being impaired to the point, 
not where shortages are in sight 
but where national security de 
mands that they be carefully 
husbanded. At present the situa- 
tion is quite tight, with stockpiles 
greatly reduced and heavy im: 
ports vital to meet existing needs, 


Foreign production and imports 
are the most obvious hedge for 
domestic producers with declining 
reserves. Thus the copper com- 
panies have been remarkably fore- 
sighted in acquiring foreign in- 
terests with large deposits not 
only of copper but other metals 
such as lead, zinc, gold and silver. 
The oil industry has long been 
expanding abroad and has ambi- 
tious plans for further active ex- 
ploitation of foreign fields. All 
this, and the shifts and trends 
elsewhere in the realm of raw 
material production and supply, 
is bound to set in motion possibly 
far-reaching changes, moves and 
measures of great potential in- 
vestment import. However, it 
would be premature to hazard 
definite predictions at this time, 
for action will not only be go- 
verned by the existing supply pic- 
ture but frequently perhaps by 
considerations of high economic 
policy. Thus we must leave it to 
time to furnish us ultimately con- 
crete ideas in this respect. 

But as to the investor, it is well 
to be forewarned. He must in the 
future view mineral and oil re- 
serves on a world scale rather 
than on the purely domestic level, 
and learn to judge the extractive 
industries on that basis. Domes- 
tically, depletion will become an 
increasingly active factor in in- 
vestor appraisals. 
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Satisfied 





© with Your 1944 ©) 


Investment Progress? 


X . a i 


Has your investment account shown a 
healthy growth in value in recent years? 


Are your issues providing a sizable income in 
accord wth your personal needs? 


Do your securities assure a sound degree of 
safety in keeping with your personal circum- 
stances? 


It your frank answers to these questions are 
not satisfactory to you, we suggest that you 
take prompt measures to remedy the situation. 


Today securities cannot be held indefinitely. 
With war conditions in effect, the standing 
of companies, industries and governments is 
changing, Their securities are bound to reflect 
these varying fortunes. 


A growing number of investors are realizing 
that the supervision of a substantial list of 
holdings is a problem best handled by a large, 
experienced and fully equipped organization. 


Business and professional men and women 
everywhere, recognizing the value of special- 
ization and long experience, have retained our 
counsel to safeguard and promote their invest- 
ment welfare. 


Unsolicited comments, such as those which 
follow, all received with recent renewals, in- 
dicate the satisfaction with which clients re- 
gard their investment progress under our su- 
pervision. 


“I received your report of the ome year su- 
pervision of my investments and thank you 
for your excellent results. Enclosed please find 
check for a year's renewal. I like the way 
you make out your report.” —- Mr. J. H. T., 
Ohio— 12/3/44 


"You have picked out good situations and have 
been conservative. Enclosed find my service 
fee for the next twelve months.’’-—Dr. R. R., 
lowa—12/15/44. 


“It is gratifying to note that your study of 
my account indicates capital growth in excess 
of the market improvement, as well as a satis- 
factory income return. I am very well satis- 
fied with result obtained and am happy to 
continue my subscription.—Mr. C. J. S., Ohio 
12/20/44. 
* * * 

Investigate how our counsel could assist you in 
the critical year ahead. Interested investors with 
$20,000 or more are invited to take advantage 
of the offer below. 


Without obligation, we will prepare a confidential survey of your investments 
—pointing to least attractive issues and commenting on your income and 


diversification, An exact fee will be 
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uoted for supervision of your account. 


New York 4. N. Y. 










































America’s Largest Selling Whiskey 


.. because its Bright as a Sunny Morning! 


on’T take our word for it—take a 
D sip of it. . . and you, too, will agree 
that SCHENLEY Reserve has the fresh 
appeal of a sunny morning! America 
appreciates such outstanding quality 
...for today SCHENLEY Reserve is 
America’s largest selling whiskey. You'll 


/ 


MELLOW AND LIGHT As 
p PERFECT MORNING 
bY 


They also serve, 


who BUY and HOLD WAR BONDS! 


appreciate it, too. ..so why put off the 
pleasure? Be sure to try SCHENLEY 
Reserve—soon. 


BLENDED WHISKEY 86 Proof. The straight 
whiskies in this product are 6 years or more old: 
49% ‘straight whiskey, 60% grain neutral spirits. 
Schenley Distillers Corporation, New York City. 


CHENLEY 


A Product of SCHENLEY Distillers Corporation . . . THE HOUSE OF AGED WHISKIES — 
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